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Registered Letter / Advice of Delivery

Your ref. Your message Qur ref. Extension Essen

UM -486 17.11.04

File No. 824883 — Frequent Issuer Status of

Hypothekenbank in Essen AG Pk

Dear Sir or Madam,

Please find enclosed Essen Hyp’s website as of October 31, 2004, Essen
Hyp's Interim Report as of September 30, 2004 (English and German
version), the Press Release on Essen Hyp's Interim Report as of
September 30, 2004 (English and German version) and the Press Release
of Hypothekenbank in Essen AG on November 11, 2004 (English and
German version).

We send you this information in order to fulfill our obligations for the
frequent issuer status of Hypothekenbank in Essen AG / Germany.

We would be obliged if you could confirm that you have received this
information by returning the enclosed answer form to us. / ' @

Thank you very much for your assistance.
Yours falthfully,

: ) :
@ U. [W@\WQSLT[O CEC 2320
Hypothekenbank in Essen ' e o

Aktiengesellschaft F w‘uAh\@ﬁAL

Hypothekenbarnk in Essen Supervisory Board: Board of Managing Directors:
Aktiengesellschaft Andreas de Maiziére Hubert Schulte-Kemper (Chairman)
HRB (Register of Companies) 7083 (Chairman) Michael Frohner, Harald Pohl
Amtsgericht (Local Court) Essen
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HYPOTHEKENBANK IN ESSEN AG

Press reléase of ﬁybothekenbank in Essen AG on November 11, 2004
Public-Sector Global Pfandbrief of Essen Hyp successfully placed

‘The Hypothekenbank in Essen AG, one of the best private issuing houses in the Jumbo and Global
Pfandbrief market all over the world, successfully issued a 5 year public-sector Global Pfandbrief on
November 10 (maturity on November 17, 2009). The volume of the AAA-rated Pfandbrief amounts to 2
billion Euros and it is equipped with a coupon of 3.25%. The issuing price was fixed at € 100.106. The re-

offer price amounts to € 99.936. This results in a plus of 0.5 basis points at mid-swap.

The order book thus totalled at overall € 2.5 bn. 60.8% of the issue were placed outside Germany. It was the
first time that traders from Qatar, Malaysia, Papua New Guinea and Turkey subscribed to an issue. The
greatest subscribers of the overall 22 ordering countries outside Germany have been the Scandinavian

countries, the UK, Switzerland and the Chinese Republic.

The joint lead management mandate have Commerzbank Securities, Barclays Capital, Credit First Boston
and Dresdner Kleinwort Wasserstein. ABN Amro, Citigroup, Danske Bank, Deutsche Bank, DZ Bank,
Morgan Stanley, Nord/LB and the state bank of the Federal State of Baden Wuerttemberg belong to the

group of co-leads.

Contact partner for further information:
Hypothekenbank in Essen AG

Dr. Kerstin Biitefiihr

Corporate Communications

Tel: +49201 8135 626

Fax: +49 201 8135 135

E-Mail: kerstin.buetefuehr@essenhyp.com

Hypothekenbank in Essen Aufsichtsrat: Vorstand:
Aktiengesellschaft Andreas de Maiziére Hubert Schulte-Kemper (Vorsitzender)
HRB 7083 Amtsgericht Essen (Vorsitzender) Michael Frohner, Harald Pohl
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Pressemitteilung der Hypothekenbank in Essen AG; 11.11.2004

Offentlicher Global Pfandbrief der Essen Hyp erfolgreich platziert

Die Hypothekenbank in Essen AG, eines der weltweit groBten privaten Emissionshduser im Jumbo und Glo-
bal Pfandbriefsegment, hat am 10. November einen Offentlichen Pfandbrief im Globalformat mit finfjahri-
ger Laufzeit (17.11.2009) erfolgreich emittiert. Das Volumen des AAA-gerateten Pfandbriefs betrdgt 2 Mrd.
Euro und ist mit einem Coupon von 3,25% ausgestattet. Der Issue-Preis wurde auf 100,106 Euro festgelegt.
Der Reoffer-Preis betrigt 99,936 Euro. Zur Swap-Mitte bedeutet das einen Aufschlag von einem halben Ba-

sispunkt.

Das Orderbuch belief sich auf insgesamt 2,5 Mrd. Euro. Die Emission wurde zu 60,8% aul3erhalb Deutsch-
lands platziert. Dabei zeichneten erstmals Adressen aus Qatar, Malaysien, Papua New Guinea und der Tiir-
kei. Die stirksten der insgesamt 22 Lander auBerhalb Deutschlands waren Skandinavien, UK, Schweiz und
China.

Das Mandat fiir die Emission teilen sich Commerzbank Securities, Barclays Capital, Credit First Boston und
Dresdner Kleinwort Wasserstein. Zur Gruppe der Co-Leads gehéren ABN Amro, Citigroup, Danske Bank,
Deutsche Bank, DZ Bank, Morgan Stanley, Nord/LB und die Landesbank Baden Wiirttemberg.

Ansprechpartnerin fiir weitere Informationen:
Hypothekenbank in Essen AG

Dr. Kerstin Biitefiihr

Corporate Communications

Tel: 0201/8135 626

Fax: 0201/8135 135

E-Mail: kerstin.buetefuehr@essenhyp.com

Hypothekenbank in Essen Aufsichtsrat: Vorstand:
Aktiengesellschaft Andreas de Maiziére Hubert Schulte-Kemper (Vorsitzender)
HRB 7083 Amtsgericht Essen (Vorsitzender) Michael Fréhner, Harald Pohl
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Pressemitteilung der Hypothekenbank in Essen AG zum

Zwischenbericht per 30. September 2004

Geschifts- und Ertragsentwicklung der Essen Hyp erneut positiv

,»I'rotz anhaltender Unsicherheiten in Bezug auf die gesamtwirtschaftliche Entwicklung kann
die Essen Hyp auch zum Ende des dritten Quartals des laufenden Geschifisjahres eine kon-
stante positive Geschifts- und Ertragsentwicklung verzeichnen®, kommentierte Hubert Schul-
te-Kemper, Vorstandsvorsitzender der Essen Hyp, den Zwischenbericht zum 30. September
2004. Fiir das Gesamtjahr gehen wir weiter davon aus, unsere selbst gesteckten Ziele errei-
chen zu kénnen und mit einer bilanziellen Eigenkapitalrendite nach Steuern von 14% erneut
die Spitzenposition im Rentabilitdtsranking der deutschen Hypothekenbanken einnehmen zu

koénnen.

Erfolgsrechnung

Mit einem Zinsiiberschuss in Héhe von € 185,1 Mio. {ibertreffen wir den Vorjahreswert (€
175,5 Mio.) um € 9,6 Mio. oder 5,5%. Das Provisionsergebnis konnten wir ebenfalls um € 1,5
Mio. auf € -6,9 Mio. (€ -8,4 Mio.) verbessern. ,,Wir haben zwar infolge des geringen Neuge-
schifts in der ausldndischen Immobilienfinanzierung weniger Provisionsertrage erwirtschaf-
tet”, so Schulte-Kemper, ,,dies wurde jedoch durch ebenfalls riicklédufige Provisionsauf-
wendungen fiir die Zufithrung inldndischen Hypothekengeschifts tiberkompensiert®.

Der Zuwachs der Verwaltungsaufwendungen von € 1,9 Mio. auf € 20,0 Mio. (€ 18,1 Mio.)
erklart sich im Wesentlichen aus erhohten Personalaufwendungen flir neu eingestellte Mitar-
beiter sowie aus Ausgaben fiir unsere Relationship-Management-MaBnahmen, insbesondere
unsere erfolgreichen weltweiten Roadshows. Unsere Risikovorsorge konnten wir bei weiter-
hin vorsichtiger Beurteilung der Risiken um 2,1% auf € 42,3 Mio. (€ 43,2) leicht reduzieren.
Fiir die ersten drei Quartale des laufenden Geschiftsjahres verbesserte sich das Betriebser-
gebnis um 8,3 % von € 105,1 Mio. auf € 113,8 Mio. ,,Damit”, ergidnzte Schulte-Kemper,

»liegen wir mit der diesjahrigen Ertragsentwicklung voll im Plan®.
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Geschiiftsfeld Staatskredit

,Entsprechend unserer Prognose aus der Jahresmitte zur Entwicklung der Kapitalmarktzinsen
gehen wir weiterhin von einer Seitwirtsbewegung der Zinsen aus®, kommentierte Schulte-
Kemper die Zinsentwicklung. Insofern haben wir im Staatskreditgeschift vorrangig Malinah-
men zum bestandsoptimierenden Spreadmanagement ergriffen, neue Kredite wurden noch ge-
zielter unter Ertrags- und Diversifikationsgesichtspunkten in die Biicher genommen. Insge-
samt haben wir in diesem Segment € 12,3 Mrd. (€ 11,2 Mrd.) herausgelegt. ,,Rund 83 % oder
€ 10,2 Mrd. (€ 9,8 Mrd.) entficlen dabei auf solche Aktiva, die als Deckung fiir unsere 6ffent-

lichen Pfandbriefe geeignet sind“, so der Vorstandsvorsitzende weiter.

Der gréte Anteil am Deckungsgeschift entfiel mit € 7,6 Mrd. (€ 8,0 Mrd.) auf Darlehen an
bundesdeutsche 6ffentliche und 6ffentlich-rechtliche Adressen. Die 6ffentlichen Haushalte
zeichnen sich nach wie vor durch einen anhaltend hohen Kreditbedarf aus. In den alten Bun-
desldndern erreichte das Neugeschift € 5,5 Mrd., in den neuen Bundesliandern € 1,6 Mrd., an

den Bund haben wir € 0,5 Mrd. neu ausgereicht.

,,Jm Hinblick auf fundamentale Rechtséinderungen bei 6ffentlich-rechtlichen Kreditinstituten
zur Mitte des kommenden Jahres, besonders aber aus Griinden der Risikodiversifikation nicht
nur in unserem 6ffentlichen Deckungsstock, sondern im gesamten Staatskreditportfolio, for-
cieren wir seit Langerem das ausléndische Staatskreditgeschift®, erlduterte Schulte-Kemper.
Den guten Risikomix, auch in unserem 6ffentlichen Deckungsstock mit Ausleihungen an Ad-
ressen innerhalb der Europdischen Union sowie Nordamerika, werden wir weiter optimieren.
Hierzu haben wir ein International Asset Management Desk in unserer Treasury- Abteilung
aufgebaut, iber das wir unsere Assetquelle “Internationale Mirkte® ausbauen werden. Diesem
Segment messen wir eine aullerordentlich hohe Bedeutung zu, da das mittel- bis langfristige

Deckungsgeschift mit inlandischen 6ffentlich-rechtlichen Kreditinstituten auslaufen wird.
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Aufgrund aktueller gesetzlicher Restriktionen sind wir derzeit gehindert, alle unseren aus-
landischen Aktiva in Deckung zu nehmen. Lediglich 10% des 6ffentlichen Deckungsbestan-
des diirfen - abgesehen von wenigen Lindern wie etwa Frankreich, Luxemburg und Spanien -
aus ausldndischen Aktiva bestehen. Insofern begriifien wir es ausdriicklich, wenn es mit dem
erwarteten Wegfall des Spezialbankprinzips in Bezug auf Ausleihungen an alle Adressen in-

nerhalb der Européischen Union zum Wegfall dieser Limitierungen kommen sollte.

Im Berichtszeitraum hat die Bank das zuldssige Volumen an auslidndischen Deckungsaktiva

mit Neuausleihungen in Hohe von € 2,6 Mrd. (€ 1,7 Mrd.) weitestgehend ausgeschopft.

,Mit einem Anteil von 17 % oder € 2,1 Mrd. (€ 1,4 Mrd.) haben wir Wertpapiere auflerhalb
der Deckung gekauft, wovon € 0,3 Mrd. (€ 0,2 Mrd.) auf inldndische und € 1,8 Mrd. (€ 1,2
Mrd.) auf ausldndische Adressen, insbesondere in Italien, Grof3britannien, Irland, Frankreich,

Spanien und in den USA, entfielen®, erldutert der Vorstandsvorsitzende.

Geschiftsfeld Immobilienfinanzierung

In unserem zweiten operativen Hauptgeschift, der in- und auslidndischen Immobilienfinanzie-
rung, konnten wir den fiir unser Haus sehr hohen Vorjahreswert (€ 1,9 Mrd.) anndhernd auch
im laufenden Geschiftsjahr erreichen. Per 30.09. d. J. haben wir ein Volumen von insgesamt
€ 1,8 Mrd. neu zugesagt. Hiervon entfielen auf inldndische Finanzierungen € 1,6 Mrd.

,, Wohnwirtschaftlichen Beleihungen innerhalb Deutschlands beliefen sich auf € 1,4 Mrd., al-
lerdings begiinstigt durch den Sondereffekt eines Portfolioankaufs in Héhe von € 0,9 Mrd.*,
berichtete Schulte-Kemper. Um unser Retailgeschift weiter zu férdern, haben wir Anfang Ok-
tober in Kooperation mit der Commerzbank AG, die uns per Stichtag ein Neugeschiftsvo-
lumen von € 0,4 Mrd. vermittelt hat, ein Sonderkontingent fiir eigengenutzte Eigentums-
wohnungen und Einfamilienhduser mit einem Volumen von € 150 Mio. zu sehr attraktiven
Konditionen aufgelegt. Gewerbliche Finanzierungen im Inland haben einen Anteil von € 0,2

Mrd. (0,2 Mrd.) erzielt.
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In unseren ausldndischen Zielmarkten haben wir gegentiber dem aulergew6hnlich hohen Vor-
jahreswert von € 0,8 Mrd. fast ausschlieflich gewerbliche Objekte im Umfang von € 0,2 Mrd.
beliehen. Schwerpunkte lagen hier in den USA, Kanada und Grofibritannien.

Refinanzierung und Bilanzsumme

In den ersten drei Quartalen des Geschéftsjahres haben wir iiber unser Hauptrefinanzierungs-
instrument, den Pfandbrief, in einem fiir die Bank sehr giinstigen Umfeld € 12,6 Mrd. (€ 15,4
Mrd.) aufgenommen. Hiervon entfielen auf neu emittierte 6ffentliche Jumbopfandbriefe € 5,0
Mrd. und auf Aufstockungen ausstehender grofvolumiger Anleihen € 1,3 Mrd. Hypotheken-

pfandbriefe erreichten ein Emissionsvolumen von € 0,9 Mrd. (€ 1,0 Mrd.).

Sonstige, nicht deckungspflichtige Schuldverschreibungen, z. B. zur Refinanzierung nicht de-

ckungsfahiger Immobilienfinanzierungen in Nordamerika oder temporir noch nicht in De

ckung befindlicher Darlehen, summierten sich auf € 8,7 Mrd. (€ 12,0 Mrd.). Der Grofiteil ent-
fiel hierbei auf Ziehungen aus unserem Debt Issuance Program und fiir Geldaufnahmen mit

kiirzeren Laufzeiten aus dem Commercial Paper Program.

,» Wir planen im November d. J. einen weiteren 6ffentlichen Jumbopfandbrief in einer Gro-
Benordnung von € 2,0 Mrd. zu begeben®, erklirte Schulte-Kemper. Damit haben wir im Rah-
men unserer Bilanzsummenplanung unseren diesjéhrigen Emissionskalender in Bezug auf
grolvolumige Anleihen erfiillt. Kurz nach Ende des Berichtszeitraums wurde der Vertrieb
dieser Jumboanleihe durch eine Roadshow der Bank in Linder des mittleren Osten sowie in
Indien unterstiitzt.

Die Bilanzsumme erhéhte sich gegeniiber dem Vorjahresultimo auf € 78,4 Mrd. (€ 74,2
Mrd.).
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Kennzahlen der Hypothekenbank in Essen AG per 30.09.2004

30.09.2004 30.09.2003 | Verinderung

in Mio. € in Mio. €
Aktivneugeschift
Staatskredite und fremde Wertpapiere 12.374,0 11.234,6 10,1%
Hypothekendarlehen 1.820,9 1.907,6 -4,5%
Passivneugeschift
Pfandbriefe 12.622,4 15.423,6 -18,2%
Sonstige Schuldverschreibungen 8.728,4 12.039,3 -27,5%
GuV Rechnung
Zins- und Provisionsiiberschuss 178,2 167,1 6,6%
Verwaltungsaufwendungen 20,0 18,1 10,5%
Saldo der sonstigen betrieblichen
Ertrage und Aufwendungen -2,1 -0,7 200,0%
Betriebsergebnis vor Risikovorsorge 156,1 148,3 5,3%
Risikovorsorge -42.3 -43,2 -2,1%
Betriebsergebnis 113,8 105,1 8,3%

30.09.2004 31.12.2003 Verinderung

in Mio. € in Mio. €

Zahlen aus der Bilanz
Bilanzsumme 78.381,9 74.188,1 5,7%
Forderungen
Hypothekenkredite 7.213,0 5.822,4 23,9%
Kommunalkredite 33.106,9 34.763,8 -4,8%
Fremde Wertpapiere 30.561,4 25.147,8 21,5%
Verbindlichkeiten
Hypothekenpfandbriefe 3.235,5 2.702,8 19,7%
Offentliche Pfandbriefe 52.893,6 51.477,0 2,8%
Eigenkapitalkomponenten
Gezeichnetes Kapital 2693 219,3 22,8%
Riicklagen 384,6 364,6 5,5%
Genussrechte 319,0 324,1 -1,6%
Nachrangige Verbindlichkeiten 344,7 347,7 -0,9%
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Press Release of Hypothekenbank in Essen AG T
concerning the Interim Report as of September 30, 2004

Essen Hyp again reports a positive business and earnings development

“Despite the ongoing uncertainty as regards the overall economic development, Essen Hyp
can, once again, report a satisfactory business and earnings performance at the end of the third
quarter of 2004,” said Mr. Hubert Schulte-Kemper, Chairman of the Board of Managing
Directors of Essen Hyp, on the occasion of the presentation of the bank’s Interim Report as of
September 30, 2004. We are confident that our earnings performance at the end of the year
will be in line with our plans and that, by reporting a return on equity after tax of 14%, we
will once again hold the top position amongst the German mortgage banks in terms of

profitability.

Earnings performance

Net interest income grew by €9.6m, or 5.5%, and came to €185.1m compared to €175.5m in
the previous year. “Due to a smaller volume of new lending commitments in international
property financing, our commission income decreased in the period under review. However,
this was more than counterbalanced by the decrease in commission expenses in domestic
property financing,” Mr. Schulte-Kemper reported.

General operating expenses rose €1.9m to €20m (€18.1m). This increase is mainly due to an
increase in personnel expenses following the recruitment of additional staff and higher
expenses for our relationship management activities, including, in particular, our successful
international roadshows. Despite our conservative assessment of all discernible risks, we were

able to slightly reduce our provision for possible loan losses by 2.1% to €42.3m (€43.2m).

Taking all these figures into account, our operating result grew 8.3% to €113.8m compared to
the €105.1m reported in 2003. “Thus, our bank’s earnings performance in the first three

quarters of 2004 is fully in line with our business plan,” Mr, Schulte-Kemper emphasized.
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Public-sector lending

“In accordance with our forecast made in the middle of the year, we still believe that intereset
rates will continue to move sideways,” Mr. Schulte-Kemper pointed out regarding interest
rate developments. This is why our main focus in public-sector lending was on spread
management and portfolio optimization. Accordingly, new loans were taken onto our books in
accordance with even stricter earnings and diversification criteria. The total volume of our
new public-sector lending commitments stood at €12.3bn (€11.2bn) at the end of the reporting
period. “Of this figure, €10.2bn (€9.8bn), or 83%, relate to loans that are eligible to serve as

cover for our public-sector Pfandbriefe,” Mr. Schulte-Kemper pointed out.

At €7.6bn (€8bn) loans to German public-sector bodies and institutions governed by public
law account for the majority of the new loans eligible for cover. As before, public borrowing
requirements in Germany are high. Accordingly, new loans to the West German Federal
States totaled €5.5bn, while €1.6bn was granted to the East German Federal States and €0.5bn

to the central government.

“In view of the fundamental legal changes affecting credit institutions governed by public law
as from mid-2005, and, in particular, for the purpose of diversifying the risks inherent in our
public-sector cover pool and our public-sector loan portfolio as a whole, our bank has
increasingly focused on international public-sector lending in recent years,” Mr. Schulte-
Kemper pointed out. It is our objective to further optimize the risk structure of our public-
sector loan portfolio, including our cover pool which currently consists of loans to borrowers
in the European Union and North America. For this purpose we have established an
International Asset Management Desk in our Treasury Department whose responsibility will
be to further promote our public-sector lending activities on the international markets. This
market segment is of major importance to us, given that loans granted to domestic credit
institutions governed by public law will no longer be eligible for cover in the medium and

long term.

Due to legal restrictions we are currently not in a position to include in our cover pool all
international loans on our books. Loans granted to international borrowers may only account
for as little as 10% of the public-sector cover pool. The only exception to this rule are loans

granted to certain countries, such as France, Luxembourg and Spain. This is why we would
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expressly welcome the cancellation of the 10% limit for loans granted to borrowers in the

European Union following the abolition of the specialist bank principle.

At €2.6bn (€1.7bn), the bank basically made full use of the permissible volume of new loans

to international borrowers.

“We took securities that are not eligible to serve as cover totaling €2.1bn (€1.4bn), or 17% of
the total loan volume, onto our books. Of this figure, €0.3bn (€0.2bn) relate to domestic
borrowers, while €1.8bn (€1.2bn) relate to loans granted to borrowers outside Germany,
mostly to borrowers in Italy, the United Kingdom, Ireland, France, Spain and the United
States,” Mr. Schulte-Kemper reported.

Property financing

By the end of the period under review we have closely approached last year’s excellent
performance in our second core segment, which is national and international property
financing. As of September 30, 2004 the total volume of new lending commitments stood at
€1.8bn against €1.9bn in the previous year. Of this figure, €1.6bn relate to loans granted
within Germany. “The total volume of residential loans stood at €1.4bn, including the
acquisition of a €0.9bn loan portfolio, which was already mentioned in our last interim
report,” Mr. Schulte-Kemper explained. In order to further promote the small residential loan
segment, we launched a €150m special loan program for owner-occupied apartments and
houses in October, which is characterized by attractive loan conditions. These loans are
granted in cooperation with the Commerzbank AG, through which we generated new lending
commitments totaling €0.4bn in the period under review. The total volume of new

commercial loans extended within Germany came to €0.2bn (€0.2bn) in the same period.

Turning to international property financing, new lending commitments in our target markets
came to €0.2bn against the exceptional €0.8bn reported in the previous year. The main focus

was on commercial loans granted in the United States, Canada and the United Kingdom:.
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The bank’s funding and balance sheet total

In the first three quarters of 2004 we issued Pfandbriefe, our main funding instrument,
totaling €12.6bn (€15.4bn) in a particularly favorable market environment. Of this figure, new
public-sector Jumbo Pfandbriefe account for €5bn, while €1.3bn relate to the increase of
larger-volume bonds. The total volume of mortgage Pfandbriefe issued stood at €0.9bn
(€1bn).

In addition to this we placed unsecured bonds totaling €8.7bn (€12bn). The funds raised were
used, for instance, to refinance mortgage loans granted in North America, which are not
eligible for cover, as well as other loans prior to their inclusion in the cover pool. Most of
these bonds were placed via our Debt Issuance Program or, for shorter maturities, our

Commercial Paper Program.

“We plan to launch a further €2bn public-sector Jumbo Pfandbrief in November,” Mr.
Schulte-Kemper announced. In accordance with the plans for our balance sheet total, this
Jumbo will be the last large-volume issue in 2004. Shortly after the end of the reporting
period we commenced the marketing of this Jumbo Pfandbrief with a roadshow to the Middle
East and India.

As of September 30, 2004 our balance sheet total stood at €78.4bn against €74.2bn as at year-
end 2003,
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Key business fisures of Hypothekenbank in Essen AG as of September 30, 2004

Sep 30,2004 | Sep 30,2003 | Change
in € m in € m

New lending commitments
Public-sector loans and securities issued
by other borrowers 12,374.0 11,234.6 10.1%
Mortgage loans 1,820.9 1,907.6 -4.5%
The bank’s funding
Pfandbriefe 12,622.4 15,423.6 -18.2%
Other bonds and notes 8,728.4 12,039.3 -27.5%
Profit and loss account
Net interest and commission income 178.2 167.1 6.6%
General operating expenses 20.0 18.1 10.5%
Balance of other operating income and
expenses 2.1 -0.7 200.0%
Operating result before provision for
possible loan losses 156.1 148.3 5.3%
Provision for possible loan losses -42.3 -43.2 2.1%
Operating result 113.8 105.1 8.3%

Sep 30,2004 | Dec 31,2003 Change

in € m in € m

Figures from the balance sheet
Balance sheet total 78,381.9 74,188.1 5.7%
Claims
Mortgage loans 7,213.0 5,822.4 23.9%
Public-sector loans 33,106.9 34,763.8 -4.8%
Securities issued by other borrowers 30,561.4 25,147.8 21.5%
Liabilities
Mortgage Pfandbriefe 3,235.5 2,702.8 19.7%
Public-sector Pfandbriefe 52,893.6 51,477.0 2.8%
Capital structure
Subscribed capital 269.3 219.3 22.8%
Reserves 384.6 364.6 5.5%
Profit-sharing certificates 319.0 324.1 -1.6%
Subordinated liabilities 344.7 347.7 -0.9%
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iNvestor relations

Essen Hyp: Key competence in capital market business

The focus of Essen Hyp's business is on lending to national
and international public-sector debtors. In addition the
Bank gives long-term mortgage loans to finance both
commercial property and private housing.

Accordingly we make great use of the internationat capital
markets on which, besides the "traditional" Pfandbrief,
more and more Jumbo and Global Pfandbriefe are being
issued.

Essen Hyp is one of the largest issuers of Jumbo
Pfandbriefe worldwide.

» Ratings and Analyses

> Interest Rate Forecast G3

P Interest Rate Forecast Meeting

P Current financial and economic topics
P Roadshows

> Corporate Governance

b 10 successful years in retrospect

P Financial Calendar 2004/2005
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Investor relations

Ratings and Analyses

Ratings

Pfandbriefe
- public-sector
- mortgage

Long-term counterparty rating

Short-term counterparty
rating

Notes issued under the Debt
Issuance Program

- Senior Unsecured Debt

- Subordinated Debt

Commercial Paper Program

Rating Reports
b Standard & Poor's

S&P

AAA
not rated

BBB+
(outlook stable)

A-2

BBB+
BBB

A-2

Moody's

Aal
Aa2

A2
(outlook stable)

P-1

A2
A3

P-1

Rating analysis as of Aug 31, 2004

and ratings as of Aug 01, 2003.

> Moody's

March 07, 2003.

> Fitch Ratings

obtained from Fitch.

Fitch Ratings

AAA
AAA

A-
(outlook positive)

F2

not rated
not rated

not rated

Rating analysis as of June 2002 and rating confirmation as of

Extract as of October 25, 2004; the complete report can be

(Acrobat Reader required. Download Acrobat Reader ®)

© Hypothekenbank in Essen AG
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Economic Growth and Interest Rate Cutioock
for the United States, Euro Area, Japan 200472005

» United States
» Euro Area
» Japan

Economic Growth and Interest Rate Outiook for the United States
2004/2005

Economic Growth

No doom and gloom - it's full steam ahead!

I took the title of this report from my G3 pubilication of summer 2002. Today it is even
more accurate than ever. Growth of U.S. GDP has accelerated to the tremendous
annualized rate of 8.2% in the third quarter of last year, according to the revised data
of the U.S. Department of Commerce, after an already solid growth rate of 3.1% in the
previous quarter. I again expect strong economic growth with an annualized rate of
more than 5% for the final quarter of last year. In December 2003 the ISM index for
the manufacturing industry reached the highest level in 20 years. However, the great
majority of market observers did not comment euphorically on this economic
development. In contrast, they doubted once more the sustainability of the economic
recovery. One could think of a latent anti-Americanism, had no famous U.S. economist
been among those doubting economists as well. Although one piece of positive
economic news is followed by another, market participants stick to their pessimistic
growth view. At the beginning, market participants thought the economic recovery
would be certain only when corporate profits start to rise - in the third quarter of 2003
the S&P 500 profits rose by 23% compared to the same period of 2002. Then skeptics
demanded a rise in investment activity - in the third quarter of 2003 investment in
equipment and software rose in real terms by 7% compared to the same period of the
previous year. The objection heard several times, that the increase of investment
activity was merely a result of the hedonic method of deflationary adjustment, is
answered by the fact that investment activity, counted in current prices, has expanded
only less slightly. Finally, the argument, the economic recovery would slacken due to
missing indicators for a stabilization of the labor market, was added. In the meantime
employment has risen for six successive months, according to the households survey.
In the recent past the high growth in the U.S. was modified, indicating single effects
like increased military expenditure, the cash inflow through refinancing residential
properties and the tax cuts of the Bush government. But these objections are neither
convincing due to the following reasons:

e The proportion of defense spending of U.S. GDP has constantly decreased since
the end of the Korean War in 1953 and was at only 4% in 2002. Actually, the
U.S. government increased defense spending by nearly 13% year-over-year in
the third quarter of 2003, but due to its decreased economic importance this
surge of military spending has contributed less than a half percentage point to
the change rate of GDP of 3.6% in the third quarter of 2003.

e Since July 2003 the rising interest rates of mortgage loans with 30-years
maturity have made the unprecedented flood of refinancing applications for
residential properties slowly disappear. According to anecdotal reports, home
owners have, in the course of these refinancings, usually borrowed a higher
amount against their property than before. Various analysts are of the opinion
that the resulting inflow of liquidity has contributed considerably to the very
high private consumption spending in the third quarter of 2003. During this
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period the disposable income as well as private consumption - in nominal
amounts respectively — has risen by annualized rates of more than 8%, while
the savings rate remained constant at 2.3%. Consequently, private households
have completely used up the tax cut of summer 2003 (increase of the child
allowance and the lowering of the income tax rates). This, however, makes
clear that the inflow of liquidity from refinancing cannot be exhausted yet. This
is supported by the fact that the amount of savings and money market funds
(mutual funds), measured in percent of disposable income, has recently
reached an all-time high. Therefore, a considerable decelerated growth of
private consumer spending is not expected. In addition, the slump in the home
market has still not taken place, despite all prophecies of doom. The index
established by the National Association of Home Builders remained, in January
2004, slightly below its quarterly high of October 2003.

¢ In addition, the retroactive effecting tax cut of last summer will result in a tax
refunds increase of an estimated 55 billion U.S. dollars in the first half of the
year. This repeated expansionary stimulus corresponds to 0.5% of the nominal
GDP. Experience of earlier tax cuts, as well as the recent strong rise in
consumer confidence, suggest that the coming tax cuts will also largely be
converted into private consumption. It is astonishing that there is no argument
in favor of high private consumption spending resulting from the positive wealth
effect which started in spring with friendly stock markets. Wealth of households
has, with about 42,000 billion U.S. dollars at the end of the third quarter in
2003, already exceeded the local low of the third quarter of 2002 by 3,500
billion U.S. dollars, and are currently not far away the all-time high of the first
quarter of 2000. At that time a surge of the personal savings rate, and thus a
slump in private consumption spending, resulting from the negative wealth
effect accompanying the bursting of the speculative bubble on the stock
markets, was forecast by the pessimists. This slump did not materialize, thanks
to an only slight increase in the personal savings rate. Moreover, the low
savings rate level in the United States compared to Germany and Japan is, in
my view, not an indicator for a nation with an excessive debt burden, but rather
an expression of the citizens’ positive income expectations which are based on a
markedly favorable demographic situation compared to all other industrialized
nations. Be that as it may: there is enough time until the fiscal-political
stimulation peters out to guarantee a transition from the current economic
recovery to a self-supporting expansion.

The self-supporting expansion will develop along a high growth path. This fact is based
on the previously mentioned favorable demographic development but first and
foremost on the impressive progress of productivity in the U.S. economy. According to
revised data, growth in labor productivity has accelerated from an average 1.5% p.a.
during the first half of the 90s and 2.4% p.a. during the second half, up to enormous
3.9% p.a. in the years 2000 to 2003 [1] (see current graph). It can be assumed that
recent progress in productivity will level off in the course of a continued recovery of the
labor market. Nevertheless, the acceleration of growth in productivity since the
beginning of this millennium is still so strong, seen against the background of this
argument, that it could conceal another rise of trend growth. This is even more likely
due to the fact that the average growth of GDP slowed down from 4.1% p.a. in the
second half of the 90s to 2.0% p.a. in the years 2000 to 2003 [2] . That given, an
acceleration of productivity growth can no more be regarded merely as a cyclic
phenomenon: the thesis of a "new economy” was proven during the recession in 2001
at the latest. In addition, according to a current study [3] computer investments unfold
their entire productivity-increasing effect only after a delay of 7 years. As a result of an
investment increase in information processing and software [4] by an average of
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almost 20% per year during the second half of the 90s, the application of new technical
inventions will continuously lead to significant productivity gains in the coming years.
This year private consumption and investment in equipment and software will be the
two main economic growth supporters. But also inventory increases will noticeably
contribute to GDP growth rate. Private consumption will benefit from the previously
mentioned tax refunds and a brightening on the labor market. In a first step the latter
will contribute to the increase of disposable income through a rise in employment. In
the further course of the year consumer’s purchasing power could produce another
step-up due to rising wages, because growth of real wage fell behind productivity
performance in the past quarters. Investment in equipment and software will be
quickened by the double-digit growing profits and the improved depreciation
allowances which are valid until the end of 2004. Moreover, four years after the Y2K
boom big reinvestments in the information technology sector are already lined up to

go.

Despite the depreciation of the U.S. dollar the current account deficit will not narrow
because the brisk domestic demand will go along with a strong import growth. Net
exports will consequently not contribute to GDP growth.

The average annual growth rate of GDP in 2004 will be approximately 5.5%. This
remarkably strong growth can partly be traced back to a statistical overhang in 2003.
In 2005, however, the speed of expansion will slow down somewhat to a still high
growth rate of about 4.5%.

Although the economic engine is again running fast, an acceleration in inflation is not
visible. In contrast and fortunately for the bond market, in the middle of December the
U.S. Department of Labor reported a slowdown in the consumer price index less energy
and food of 0.1% in November, compared to previous month, in seasonal-adjusted
terms. Compared to the previous year the so-called core rate was, at only 1.1%, the
lowest since May 1963. In view of a still large underutilization of capacities and
decreasing unit labor costs - in the third quarter of 2003 unit labor costs dropped by
2.2% compared to same quarter of last year - this year’s change rate will significantly
fall below the 2% mark of last year. This is neither countered by the present weakness
of the U.S. dollar nor by the bullish commodity market. A comparable situation in the
years from 1994 to 1996 did not result in an accelerated surge in prices and, thus,
proved that the development of unit labor costs determines the development of
consumer prices. Accordingly, the ghost of a deflation has vanished into thin air due to
the most recent depreciation of the U.S dollar and the surge in commodity prices. The
fact that the year-over-year change rate of 2% equaled the Federal Reserve Bank of
Cleveland calculated median CPI for several months, may thus be regarded as the first
indicator for a slow deceleration of the more than 20 year-old disinflation trend. The
Open Market Committee of the Federal Reserve (FOMC) agrees with the evaluation of a
lessening deflation risk. Its communiqué of December 9, 2003 states: “The probability
of an unwelcome fall in inflation has diminished in recent months and now appears
almost equal to that of a rise in inflation (5] ”. It further states: "However, with inflation
quite low and resource use slack, the Committee believes that policy accommodation
can be maintained for a considerable period [6]"”. Capital market participants are now
trying to figure out at what time the “considerable period of time” will be over,

In accordance with a recent Bloomberg survey the majority of economists schedule the
beginning of the next interest rates hike phase for the second half of this year.
However, I forecast the beginning of the key interest rate increase as early as in the
first half of the year. This point of view is firstly supported by the expectation that the
expansionary pace in the United States will be considerably above the growth trend
also in the coming quarters and thus, current under-utilization of capacities will
decrease. Jack Guynn, President of the Federal Reserve Bank of Atlanta, recently
commented the U.S. monetary policy as follows: “If the economic expansion continues
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to build momentum and breadth, it will be appropriate at some point to bring policy
back to a longer-run setting that is more consistent with noninflationary, sustainable
growth (7] .” Secondly, financial market conditions have noticeably brightened. This is
visible in the recovery of the stock market and the narrowing of interest spreads of
corporate bonds compared to government bonds. Thirdly, deflation expectations of
capital market participants have vaporized - if they ever actually existed.
Notwithstanding my expectation of continuously low inflation rates, the necessity for a
more extreme expansionary monetary policy is waning. The tightening of the monetary
reins, as I forecast, will inevitably initiate a sellout at the long end of the interest rate
curve. Among market players the predominant expectation that the Federal Reserve
will keep on its expansive stance for a long time, should have decisively contributed to
the stabilization of long-term yields at a comparatively low level. The absence of a key
interest rate hike by the Federal Reserve during the last year is thus very likely the
main reason for my misleading forecast of strongly surging U.S. capital market yields
as of spring 2003. Hence, the Deutsche Bundesbank writes:

"...despite the sharp increase in recent months, the actual interest rate level in the
United States is still significantly lower than the interest rate level estimated on the
basis of these two important explanatory factors {8]1.” Another explanation for the
rather low U.S. yield level may be that bond dealers and fund managers are a lot less
optimistic regarding economic growth than their colleagues in the economic research
departments. But due to the fact that my forecast is located at the upper margin of the
range determined by the forecasts of the economic research departments, the way to
considerably higher yields is predetermined even according to this way of
argumentation, if my growth forecast actually comes about. Therefore, I expect that
10-year U.S. Treasury Notes will yield 5.4% at the end of this year. The predicted yield
increase will also continue next year.

. Labor productivity estimate for the fourth quarter of 2003.
2. GDP estimate for the fourth quarter of 2003.
3. See: Erik Brynjolfson and Lorin M. Hitt, "Computing Productivity: Firm-Level Evidence”
in ;: The Review of Economics and Statistics, Volume 85, Issue 4 - November 2003, p.
793 - 808.
Based on the real data series with the basis year 1996.
http://www.federalreserve.gov/boarddocs/press/monetary/2003/20031209/default.htm.
ibidem
http://www.frbatlanta.org/invoke.cfm?objectid=E69E6AB6-FFF3-6B39-
C4763CCFDBF782F3&method=display
8. See: Monthly Report December 2003 of the Deutsche Bundesbank, p.17.
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Interest Rate Forecast

Interest Rate Forecast Meeting

Here you find the results of our recent interest rate forecast meetings. Economists and
portfolio managers from all over Germany participate in these meetings and discuss the
future interest rate and economic development. The interest rate forecast meetings are
held in the premises of Hypothekenbank in Essen AG several times a year. If you have
any comments or questions please call Dirk Chlench: 0049 201 8135 442 or e-mail to:

Dirk.Chlench@essenhyp.com

P Forecast meeting Nov 04, 2004
P Forecast meeting Jul 07, 2004

b Forecast meeting Mar 25, 2004
> Forecast meeting Nov 03, 2003
P Forecast meeting Mar 27, 2003
I Forecast meeting Nov 6, 2002

b Forecast meeting Aug 19, 2002
b Forecast meeting May 14, 2002
b Forecast meeting Feb 07, 2002
D Forecast meeting Oct 01, 2001
> Forecast meeting Jun 19, 2001
> Forecast meeting Jan 24, 2001
> Forecast meeting Nov 22, 2000
P Forecast meeting Sep 14, 2000
P Forecast meeting Jul 18, 2000

P Forecast meeting May 16, 2000
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Interest Rate Forecast Meefting on November 04, 2004

Results of the consensus survey

Forecast for the main ECB refinancing rate
Status as of November 04, 2004: 2,00%

4rd 1st 2nd 3nd 4rd
quarter of quarter of quarter of quarter of quarter of

2004 2005 2005 2005 2005
Consensus Forecast 2,00% 2.00% 2,00% 2,20% 2,25%
Highest Forecast 2,00% 2,25% 2,50% 2,75% 2,75%
Lowest Forecast 1,75% 1,50% 1,50% 1,50% 1,50%

as of Quarter-end

Forecast for the 10-year Pfandbrief yields
Status as of November 04, 2004: 3.99%

4rd 1st 2nd 3nd 4rd
quarter of  quarter of quarter of quarter of  quarter of

2004 2005 2005 2005 2005
Consensus Forecast 4,00% 4,10% 4,20% 4,20% 4,30%
Highest Forecast 4,30% 4,60% 4,70% 4,80% 5,00%
Lowest Forecast 3,75% 3,50% 3,25% 3,25% 3,20%

as of Quarter-end

Participants:

Gordon Kolling, Commerzbank AG, Frankfurt am Main

Bernd Baume, Bankhaus Lampe KG, Disseldorf

Dr. Johannes Maier, Postbank Financial Services GmbH, Frankfurt am Main
Erhard Rossig, Bergbau-Berufsgenossenschaft, Bochum

Karl Schult-Bornemann, Exxon Mobil Central Europe Holding GmbH, Hamburg
Patrick Franke, Commerzbank AG, Frankfurt am Main

Mario Mattera, Metzler Asset Management GmbH, Frankfurt am Main
Dr. Harald Loy, Deutsche Bundesbank, Disseldorf

Dr. Frank Brocks, Hypothekenbank in Essen AG, Essen

Brian Mandt, Deutsche Postbank AG, Bonn

Dirk Chlench, Hypothekenbank in Essen AG, Essen

Raimund Bitter, Hypothekenbank in Essen AG, Essen

Ralf Baczewski, Westfalenbank AG, Bochum

Elmar Stender, Volksbank Marl-Recklinghausen eG, Marl

Manfred Bartling, Hypothekenbank in Essen AG, Essen

Dr. Kurt Becker, Hypo Real Estate Bank AG, Dortmund

L othar HeBler, HSBC Trinkaus & Burkhardt KGaA, Disseldorf
Matthias Preller, Landesbank Rheinland-Pfalz, Mainz

Jan Bottermann, National-Bank AG, Essen

Dirk Schoppmeier, Sparkasse Essen, Essen

Andreas Speer, Bayerische Landesbank, Miinchen

Jens-Uwe Wachter, DekaBank, Frankfurt am Main

Claudia Windt, Landesbank Hessen-Thiringen, Frankfurt am Main
Peter Wirth, Deutsche Apotheker- und Arztebank, Diisseldorf
Markus Diehl, West LB AG, Disseldorf

Robert Holl, Westfilische Landschaft Bodenkreditbank AG, Miinster
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If you have any comments or questions, please call:
Dirk Chlench, +49 201 8135 442 or mail to: Dirk.Chiench@essenhyp.com
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Investor relations

Current Financial and Economic Topics

This is where we publish our thoughts on current economic and financial topics in a
bimonthly manner. We monitor economic and financial developments in the USA, the
euro area and Japan. If you are interested in receving our articles automatically, please
send us an e-mail and we will add your name to our mailing list.

Articles in 2004

D Germany: Are economists now too bearish about Germany? May/lune 2004
b Japan: Third Time Lucky! March/April 2004
P US-Dollar: It's the economy - stupid! January/February 2004

Articles in 2003

b Rare Gems November/December 2003

> Japan hands the wooden spoon to Germany! September/October 2003

b world: A global economic upturn is underway! July/August 2003

P Germany: Glimmer of hope for an economic revival! May/June 2003

b Germany/Europe: Build up anti-cyclical stock positions March/April 2003

P USA: Will the U.S. economy regain its former strength or will economic growth again lose momentum

in 20037 January/February 2003

Articles in 2002

b USA: The last ray of hope for the world economy November/December, 2002

P Germany: From powerhouse to poorhouse of Western Europe? September/October, 2002
P USA: The U.S. consumers are well alive and kicking! July/August, 2002

> World:Real interest rates and funding conditions May/June 2002

D Euro area: Markets will once again beat economists on ECB rates! March/April 2002

D USA: Don't bet on a double dip in the United States! January/February 2002

Articles in 2001

> World: Will the New Economy Continue? November/December 2001

P USA: We definitely continue to believe in a V-shaped recovery September/Oktober 2001

P Germany: Searching for the trough of the business cycle July/August 2001

P USA: The most recent rise in bond prices is just a pause in a bear market May/June 2001

D Japan: A brief review of the recent BOJ monetary policy March/April 2001

D> USA: U.S. economic slowdown will only lead to a short-term dollar weakening January/February 2001

Articles in 2000

P Euro area: "New Economy" in the euro area will lead to a Euro rebound November/December 2000

b Japan: Will the Recovery resuit in an ongoing strong expansion? September/October 2000

> USA: A flexible labor market is the key issue for a bull market. July/August 2000

b Germany: Is a spread widening of credit products, as in the USA, a real danger for the German bond
market ? May/June 2000

b USA: Overvalued US stock market - so what? March/April 2000

b Germany: The return of inflation? January/February 2000

Articles in 1999

b World: The role of asset prices in US Fed and ESCB monetary policy December 99
P World: Some Thoughts on the 'liquidity' argument November 1999

P USA: Inflation-led interest rate fears - and rightly so? October 1999

D USA: Don't stay long in bonds September 1999

D Euro area: A review of the first six months of the euro currency August 1999

b USA: Do we get a bear market like in 1994 ? July 1999

D USA: Real Wages versus Unemployment Rate June 1999

b Germany: Consumer Price Inflation Forecast for 1999/2000 May 1999

P Euro Area: Implied inflation expectations April 1999

P Euro Area: Real 3-month interest rates March 1999
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» UDA: Personal savings rate reoruary 1959
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Investor Reiations

Current Financial and Economic Topics

Germany: Are economists now too bearish about Germany?
May/June 2004

During the last three years economists have been much too upbeat about the German
economy. Thus, in the course of each year they have had to slash their GDP forecasts back
to reality.
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Chart 1 - Source: Consensus Forecast

Actual real GDP growth rates were, on average, as much as 2.3 percentage points below
the initial consensus projections. Consensus growth forecasts for the current year have once
again been scaled back, albeit only from 1.9% in January 2003 to 1.6% in April 2004,
Recently the six leading German economic think tanks, in the framework of their common
economic outlook, revised downwards their German growth projection for 2004 from 1.7%
in autumn 2003 to 1.5% in spring 2004, What's more, the ZEW Indicator of Economic
Sentiment for Germany went south in May and thereby posted the fifth consecutive decline
in optimism.
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Chart 2 - Sources: Bloomberg, ZEW
(The ZEW indicator shows the balance between positive and negative expectations among analysts
and institutional investors for economic activity in six months' time.)

So the $64,000 gquestion might be whether recent downward revisions are, as in the last
three years, the beginning of worse to come. But, having burnt their fingers too often
before, economists might have moved too far to the other side by joining the doomsayers.
Hence, given these lowered expectations it might now be possible for Germany to generate
positive surprises on growth. The following arguments give some positive backing for an
outpacing of consensus expectations.

e First of all, it has to be said that the benchmark for the consensus forecasts is the
headline real GDP growth rate published by the Federal Statistical Office. This figure
is not working-day adjusted. But as Germany has more working days in 2004 than in
the previous year, a working-day adjusted growth rate of only 0.9% will be sufficient
to reach the consensus forecast of 1.5% for the unadjusted rate. Hence, the actual
target to be reached is quite low.

e Second, since the second half of last year, growth forecasts for the two most
important German trading partners outside the euro area, the United States and the
United Kingdom, have been continuously revised upwards. In April 2004 the
consensus growth forecasts for 2004 stood at 4.6% and 3.1%, respectively. What's
more, 2004 growth projections for eastern Europe have also been raised, from 4.3%
in June 2003 to 5.0% in April 2004, Currently, around 12% of all German goods'
exports go to eastern Europe. So, outside Germany, most economies - including the
supertankers United States, China and Japan - are booming. Germany will without
doubt benefit from this bright outlook for the world economy. Despite the launch of
the euro in 1999, Germany is far from being a closed economy. Exports to countries
outside the euro area (as a percentage of nominal GDP) have risen from 13.5% in
1991 to 21.2% in 2003.
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Chart 3 - Sources: Deutsche Bundesbank, Bloomberg and own calculations

The United States and lapan, in comparison to that, have current export shares of
only around 10%, respectively. In addition, the competitiveness of German
companies has improved as a result of the euro depreciation in recent weeks. In
March 2004, the indicators of the German economy's price competitiveness,
calculated by the Bundesbank, were only slightly above their levels of a year ago.
Turning to euro area member states, Germany's most important trading partner,
France, is doing well. In the light of better than expected GDP figures for the first
quarter of 2004, Christoph Weil, Senior Economist at Commerzbank, recently raised
his forecast for French real GDP growth in 2004 from 2.0% to 2.5%. Moreover,
Germany will gain market shares from other euro area member states. Whereas
German unit labor costs edged up by a meager 0.7% in 2003, unit labor costs for
the euro area as a whole rose by 2.2% during the same period of time, What's more,
as nearly half of German goods exports consist of capital equipment, German
exporters will benefit in particular from the global rebound in investment demand.
This is already being registered in the order books of the engineering industry.
According to figures from the Federation of the Engineering Industries (VDMA),
foreign orders in this sector surged by 41% in the year to March.
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Chart 4- Source: Bloomberg

It is true that the Bundesbank's preliminary March figures for industrial production
and factory orders paint a rather gloomy picture of the German economy. But there
are rumors in the market that these figures will be revised markedly upwards.

e The brightening export outlook also has some positive spill-over effects for
investment. Real machinery and equipment investment rose at an annualized rate of
almost 8% in the fourth quarter of last year, after twelve consecutive quarters of
decline. In addition, orders received by capital goods producers from the domestic
market indicate a slight increase in investment spending in the first quarter of this
year. But in contrast to the United States and Japan, German corporations have not
yet paid back their "Bubble Economy" debts.
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Chart 5 - Sources: Deutsche Bundesbank, Bloomberg and own calculations

At the end of 2002 the debt of German corporations (as a percentage of nominal
GDP) was only a touch below the peak posted in the previous year, and since then
the debt situation has hardly improved. According to provisional figures from the
Bundesbank, the debt ratio abated only slightly at the end of 2003. This, in turn, will
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induce corporations to use a large part of their earnings for reducing excessive
debts, thus having less money available for investment. At least (bottom up)
earnings estimates have been revised upwards in recent months.
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Chart 6- Source: Thomson Financial

This would under normal circumstances certainly have triggered a marked pick-up in
investment expenditure, but in the current climate only a modest investment
recovery

is on the cards.

e Germany's problem child is private consumption. In the two previous years,
consumer expenditure was hampered by meager growth in gross wages and salaries
and a rise in the tax wedge (including social security contributions). In addition,
consumers scaled back purchases because they perceived consumer prices - rightly
or not - to have jumped markedly in the aftermath of the introduction of euro notes
and coins in January 2002. However, after having peaked in August 2002, perceived
inflation has since fallen, lessening the burden on private consumption. What's more,
the tax wedge is expected to diminish somewhat in this year as the federal
government has partially brought forward the income tax cuts originally scheduled
for 2005 into 2004.

The basic income tax rate was reduced from 19.9% to 16.0%, the top rate from
48.5% to 45.0%. In addition to this, the federal government is trying to reverse the
permanent increase of the mandatory contributions to the social security system,
which are equally shared between employers and employees. For this purpose, the
government reached a compromise with the CDU/CSU-led opposition on a reform of
the statutory healthcare insurance system, aiming to reduce costs by EUR 10 billion
in 2004 - and even more in the following years. The reform measures effective since
the beginning of this year include among others: higher patient charges for
prescription drugs; a reduction of prescription drugs covered by the statutory health
insurance; cancellation of insurance benefits for spectacles and introduction of a EUR
10 fee for the first consultation with a doctor in each quarter. Early figures indicate
that the reform measures might have the desired effect. According to the National
Association of Statutory Health Insurance Physicians, consultations are estimated to
have decreased by around 10% in the first quarter of 2004, compared with the same
period in the previous year.
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But these current figures have to be taken with a big pinch of salt as more patients
went to the doctor in late 2003, in anticipation of fewer social benefits thereafter.
Hence, data on consultations and spending on medicine for the early months of 2004
are probably biased downwards. In addition, there are anecdotal reports that
physicians tend now to prescribe more of the (expensive) drugs which are still
covered by the statutory health insurance in order to help lower income patients to
save money.

Nevertheless, the two biggest German health insurance funds, Barmer Ersatzkasse
and DAK, with a total of around 15 million insured people, have already trimmed
their contribution rates and are considering further cuts. A lower social contribution
rate has two positive effects on the German economy: an increase in disposable
income of private households and a decline of non-wage labor costs for corporations.
In addition to this, the German stock market recovery and the planned legislation to
allow stores to open 24 hours a day, may lift consumers' buying propensity
somewhat.

In view of a strong world economy and historically low central bank rates, even a
lame duck like Germany should start to fly. Last week the Federal Statistical Office
published first data on economic trends in the initial quarter of 2004. According to
this press release, German real GDP rose by 0.4% in quarter-on-quarter terms
with seasonal and calendar adjustments, thus beating market expectations.
What's more, the GDP figure for the 4th quarter of 2003 was revised slightly
upwards, thus increasing the statistical overhang from 2003. Given this good start
to the year, it is in my opinion too late for economists to jump on the doomsayer's
bandwagon. Hence, I expect German real GDP to grow by 2.0% in 2004. This
should definitely take a further ECB rate cut off the agenda.

Special thanks go to Christoph Weil, Senior Economist at Commerzbank, for his helpful
comments.

If you have any comments or questions, please call:
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Dirk Chlench, +49 201 8135 442 or mail to: Dirk.Chlench@essenhyp.com
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Investor reiations

Roadshows

The entry of the Jumbo into the international capital markets gave the German
mortgage banks the opportunity of winning new investors for the German Pfandbrief at
an international level. Essen Hyp reacted promptly and focussed its internationally
targeted funding strategies on investors' needs.

Since its first international roadshow in October 1997 which went from London, via Asia,
to the United States, Essen Hyp has been presenting itself and its products on a regular
basis to international investors in all important financial and commercial centers of the
world.

We will continue to commit ourselves to the task of intensifying our close contact with
national and international investors.

During the roadshows investors have been asking many questions on, for example, the
German legal system, the distinction between the German Pfandbrief and other
products, the guality of our cover fund, etc. Information on these and other related
issues can be found in our Glossary.

Our latest roadshow presentation is available for download here,
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Investor refations

Corporate Governance Code of Hypothekenbank in Essen AG

The German Corporate Governance Code Commission set up by the German
government, presented the German Corporate Governance Code on February 26, 2002.
This Code of best practice describes key statutory provisions for the management and
supervision of German listed companies and embodies internationally and nationally
recognized standards for good and responsible governance. It is intended to make the
German system of corporate governance transparent and understandable, and also to
promote the trust of international and national investors, customers, employees and the
general public in the management and supervision of listed companies.

The shares of Essen Hyp are not listed on a stock exchange. This is why certain legal
requirements and stipulations set out in the German Corporate Governance Code, which
are applicable to German listed companies, are not relevant to Essen Hyp

Nevertheless, and in view of maximum transparency, Essen Hyp expressly welcomes and
supports the German Corporate Governance Code and the goals and objectives it
pursues. The Corporate Governance Code of Essen Hyp complies with most of the
requirements set out in the German Corporate Governance Code. Given that Essen Hyp's
shares are not listed on a stock exchange and that the bank is thus not in a position to
satisfy those requirements of the Code that are mandatory for listed companies, the
bank does not expressly state which recommendations of the Corporate Governance
Code are not complied with for this reason.

i Declaration of Compliance with the German Corporate Governance Code (PDF)
I Corporate Governance Code of Hypothekenbank in Essen Aktiengesellschaft (PDF)
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Declaration of Compliance with the German Corporate Governance Code pursuant to Section
161 of the German Stock Corporation Act (4ktG)

Preliminary remark: The shares of Hypothekenbank in Essen Aktiengesellschaft (hereinafter also
referred to as “Essen Hyp“ or the “bank*) are not listed on a stock exchange. At present, the
Hypothekenbank in Essen Aktiengesellschaft has only two shareholder groups: Commerzbank
Aktiengesellschaft, with a majority stake, and the Schuppli Group holding the remaining shares. This
explains why certain legal requirements and stipulations set out in the German Corporate Governance
Code, which are applicable to German listed companies, are not relevant to Essen Hyp.

Nevertheless, Hypothekenbank in Essen Aktiengesellschaft expressly welcomes and supports the
German Corporate Governance Code and the goals and objectives it pursues. The Corporate
Governance Code of Hypothekenbank in Essen Aktiengesellschaft complies with the
recommendations of the German Governance Code Commussion, announced in the official section of
the electronic Federal Gazette (Bundesanzeiger) on May 21, 2003, except for those restrictions which
relate to the fact that Essen Hyp is not a German listed company and does not produce consolidated
accounts, and except also for the following recommendations:

Pursuant to Section 2.3.2 the bank shall inform all domestic and foreign shareholders, shareholders'
associations and financial services’ providers, who, in the preceding 12 months, have requested such
notification, of the convening of the General Meeting, and shall provide them with the convention
documents upon request, also using electronic channels. The shares of Hypothekenbank in Essen
Aktiengesellschaft are not listed on a stock exchange. Hypothekenbank in Essen Aktiengesellschaft
has only two shareholder groups: the Commerzbank Aktiengesellschaft and the Schuppli Group. All
shareholders are known to the bank. This is why Essen Hyp makes use of the simplifications as
regards the invitation to and convening of General Meetings laid down in the German Stock
Corporation Act (4ktG). Thus, Essen Hyp does not announce its General Meetings externally, e.g. in
the Federal Gazette (Bundesanzeiger), and, contrary to the provisions laid down in Section 2.3.1, the
agenda and the reports and documents required for the General Meeting are not published on Essen
Hyp’s company website.

Given that both shareholders are represented in the Supervisory Board and in the Presiding
Committee as the commiittee responsible for the employment contracts of the members of the Board
of Managing Directors, the Supervisory Board does not discuss and review the structure of the
Board’s compensation system as laid down in Section 4.2.2.

Contrary to Section 4.2.4 the information and figures on the compensation of the members of the
Board of Managing Directors are not individualized.

Pursuant to Section 5.3.2 the Supervisory Board shall set up an Audit Committee which, in particular,
handles issues of accounting and risk management. Given that the Supervisory Board of Essen Hyp is
composed of not more than 6 members, the Board refrained from setting up such an Audit
Committee. Risk management issues are the responsibility of the Credit Committee of the

Supervisory Board, which also deals with the bank’s credit and market risks. Issues relating to the
annual audit are addressed by the Supervisory Board itself.

Due to our bank’s shareholder structure we have refrained from specifying an age limit within the
meaning of Section 5.4.1.

Contrary to Section 5.4.5 the information and figures on the compensation of the members of the
Supervisory Board are not individualized.

Page 1 of |



Given that all shareholders carrying voting rights are directly or indirectly represented in the
Supervisory Board, conflicts of interest are dealt with exclusively within the Supervisory Board in
accordance with Section 5.5.2. Contrary to Section 5.5.3 the General Meeting is not informed about
such conflicts of interest.

Given that no shares of Essen Hyp are in free flow o listed on a stock exchange, and that the bank
does not have any stock option programs or comparable incentives in place, the provisions laid down
in Sections 4.2.3, 6.6 and 7.1.3 of the German Corporate Governance Code are not relevant to Essen

Hyp.

As long as Hypothekenbank in Essen Aktiengesellschaft compiles its Annual Accounts in accordance
with the provisions of the German Commercial Code (HGB), it will not pass information to third
parties by means of Annual Reports or Interim Reports compiled in accordance with the International
Accounting Standards (IAS), as stipulated in Section 7.1.1. Apart from the Annual Accounts and
Interim Reports, the two shareholder groups of the company receive additional information during the
Supervisory Board meetings, so that the above reports are not the only source of information
available to them.

Essen, September 15, 2004

The Board of Managing Directors ‘ The Supervisory Board
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Preamble
Implementation of the German Corporate Governance Code.

The German Corporate Governance Code Commission (the “Code Commission”) set up by
the German government, presented the German Corporate Governance Code on February 26,
2002. This Code of best practice describes key statutory provisions for the management and
supervision of German listed companies and embodies internationally and nationally
recognized standards for good and responsible governance. It is intended to make the German
system of corporate governance transparent and understandable, and also to promote the trust
of international and national investors, customers, employees and the general public in the
management and supervision of listed companies.

The German Corporate Governance Code contains the following three elements:

¢ apresentation of applicable law

¢ recommendations of the Code Commission regarding the management and supervision
of companies

® suggestions

This Code of best practice, as amended on November 7, 2002, has been officially published by
the Federal Ministry of Justice, and is complemented by a provision in the German Stock
Corporation Act (4ktG) pursuant to which the Board of Managing Directors and the
Supervisory Board of listed stock corporations (4ktiengesellschaften) are required to declare
every year whether these recommendations were complied with and which recommendations
were not applied (the “comply-or-explain declaration™).

The shares of Hypothekenbank in Essen Aktiengesellschaft (hereinafter also referred to as
“Essen Hyp* or the “bank®) are not listed on a stock exchange. At present, Hypothekenbank
in Essen Aktiengesellschaft has only two shareholder groups: Commerzbank
Aktiengesellschaft, with a majority stake, and the Schuppli Group holding the remaining
shares. This 1s why certain legal requirements and stipulations set out in the German
Corporate Governance Code, which are applicable to German listed companies, are not
relevant to Essen Hyp.

Nevertheless, Hypothekenbank in Essen Aktiengesellschaft expressly welcomes and supports
the German Corporate Governance Code and the goals and objectives it pursues. The
Corporate Governance Code of Hypothekenbank in Essen Aktiengesellschaft (hereinafter
referred to as the “Code”) complies with the requirements set out in the German Corporate
Governance Code, except from those restrictions which relate to the fact that Essen Hyp 1s not
a German listed company and does not set up consolidated accounts.
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The Code clarifies the rights of shareholders who provide Essen Hyp with the necessary
equity capital and bear the entrepreneurial risk. At the same time, it presents the rules set out
in the Articles of Association and the rules of procedure for the Supervisory Board and the
Board of Managing Directors.

Board system of Hypothekenbank in Essen Aktiengesellschaft

A dual board system is prescribed by law for Hypothekenbank in Essen Aktiengesellschaft as
a German stock corporation.

The Board of Managing Directors is responsible for managing the company. Its members are
jointly accountable for the management of the company, whereby the individual members are
responsible for the areas assigned to them within the framework of Board resolutions. The
chairman of the Board of Managing Directors co-ordinates the work of the Board members.
Subject to certain legal provisions, such as Section 15 of the German Banking Act (KWG),
Board resolutions are passed with the majority of votes cast.

The Supervisory Board appoints, supervises and advises the members of the Board of
Managing Directors and is directly involved in decisions of fundamental importance to the
company. The chairman of the Supervisory Board co-ordinates the work of the Supervisory
Board.

Two thirds of the members of the Supervisory Board are elected by the shareholders at the
General Meeting. The two remaining members of the Supervisory Board are staff
representatives who are elected by the bank’s employees at a secret ballot. The chairman of
the Supervisory Board is appointed by the Commerzbank Aktiengesellschaft, being the
majority shareholder. His deputy is appointed by the minority shareholder. Subject to certain
legal provisions, Supervisory Board resolutions are passed with the majority of votes cast. In
the case of a tie — also at elections — the chairman of the meeting has the casting vote. Both,
the representatives elected by the shareholders and the staff representatives are obliged to act
in the company’s best interests.

The company’s accounting follows the ‘true and fair view’ principle and presents a view of
the company’s net assets, financial position and earnings situation that corresponds to the

actual circumstances.

As a rule this Code will be reviewed and, if necessary, adjusted once a year in the light of
national and international developments and changes within the company.
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Shareholders and General Meeting

Shareholders
Shareholders exercise their rights at the General Meeting and vote there.

Each share carries one vote. There are no shares with multiple voting rights, preferential voting
rights (golden shares) or maximum voting rights.

General Meeting

The Board of Managing Directors submits the Annual Financial Statements to the General
Meeting. The General Meeting decides on the appropriation of profit and the discharge of the
acts of the Board of Managing Directors and of the Supervisory Board. It also elects the
shareholders’ representatives to the Supervisory Board and the auditors.

Furthermore, the General Meeting decides on the Articles of Association, the object of the
company, amendments to the Articles of Association and essential corporate measures such as,
in particular, inter-company agreements and transformations and the issuance of new shares,
convertible bonds, bonds with warrants and profit-sharing certificates, or it authorizes the
Board of Managing Directors to issue them with the approval of the Supervisory Board. In
addition, the General Meeting decides on the authorization to purchase own shares.

When new shares are issued, shareholders shall have a subscription right reflecting their
respective share of the equity capital, unless the General Meeting decides otherwise.

Each shareholder is entitled to participate in the General Meeting, to take the floor on matters
on the agenda and to submit materially relevant questions and proposals.

The chairman of the General Meeting shall ensure that the meeting runs smoothly.
Invitation to the General Meeting, Proxies

The Board of Managing Directors shall convene the General Meeting at least once a year,
giving details of the agenda. A quorum of shareholders is entitled to require that a General
Meeting be convened and the agenda extended. The Board of Managing Directors shall not
only make available the reports and documents that are required by law for the General
Meeting, including the Annual Report, during the meeting itself, but also send them to the
shareholders on request.
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2.3.2 The bank facilitates the personal exercising of shareholders' rights and also assists the
shareholders in the use of proxies. The Board of Managing Directors arranges for the
appointment of a representative to exercise shareholders' voting rights in accordance with their
instructions.

3 Co-operation between the Board of Managing Directors and the Supervisory Board

3.1  The Board of Managing Directors and the Supervisory Board shall co-operate closely to the
benefit of the company.

3.2 The Board of Managing Directors co-ordinates the bank’s business strategy with the
Supervisory Board and discusses the current state of strategy implementation with the
Supervisory Board at regular intervals.

3.3 Pursuant to specific provisions set out in the Articles of Association, by the Supervisory Board
and in the German Banking Act (KWG), transactions of fundamental importance require the
approval of the Supervisory Board. These transactions include decisions or measures which
fundamentally alter the company’s asset, financial or earnings situation, as well as
fundamental credit decisions.

3.4  Providing the Supervisory Board with sufficient information is the joint responsibility of the
Board of Managing Directors and the Supervisory Board.

The Board of Managing Directors shall inform the Supervisory Board regularly, without delay
and comprehensively, about all issues that are relevant to Essen Hyp with regard to planning,
business development, the risk situation and risk management. The Board of Managing
Directors reports on deviations of the actual plans from previously formulated targets,
indicating the reasons for these deviations.

The Supervisory Board specifies the information and reporting duties of the Board of
Managing Directors. The reports of the Board of Managing Directors to the Supervisory Board
are, as a rule, to be submitted in writing. Documents required for decision-making such as, in
particular, the Annual Financial Statements and the Auditors’ Report are, to the extent
possible, forwarded to the members of the Supervisory Board in due time prior to the meeting.

3.5 Good corporate governance requires an open dialogue between the Board of Managing
Directors and the Supervisory Board, as well as amongst the members within the Board of
Managing Directors and the Supervisory Board. The strict observance of confidentiality is of
paramount importance for this.

All Board members shall ensure that the staff members they employ also comply with the
obligation to maintain confidentiality.
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As necessary, the Supervisory Board meets without the Board of Managing Directors.

In the event of a takeover bid, the Board of Managing Directors and the Supervisory Board of
the bank as the target company must submit a statement of their reasoned position so that the
shareholders can make an informed decision on the bid.

After the announcement of a takeover bid, the Board of Managing Directors may not take any
actions outside the ordinary course of business that could prevent the success of the bid unless
the Board of Managing Directors has been authorized by the General Meeting, or the
Supervisory Board has given its approval. In making their decisions, the Board of Managing
Directors and the Supervisory Board are obliged to act in the best interests of the shareholders
and of the company.

The members of the Board of Managing Directors and the Supervisory Board shall comply
with the rules of proper corporate management. If they violate the due care and diligence of a
prudent and conscientious member of the Board of Managing Directors or the Supervisory
Board, they are liable to the bank for damages.

The bank has taken out a directors’ and officers’ liability insurance (D&O insurance) policy
for the Board of Managing Directors and the Supervisory Board, placed through the majority
shareholder, the Commerzbank Aktiengesellschaft. A suitable deductible has been agreed for
both the members of the Board of Managing Directors and the members of the Supervisory
Board.

Pursuant to Section 15 of the German Banking Act (KWG) the extension of loans from the
company to members of the Board of Managing Directors or the Supervisory Board or their
relatives (spouses and children who are still minors) requires the unanimous approval of the
Board of Managing Directors, as well as the prior consent of the Supervisory Board.

The Board of Managing Directors and the Supervisory Board shall report in each year’s
Annual Report on the company's Corporate Governance. This includes the explanation of
possible deviations from the recommendations of the German Corporate Governance Code.

The Board of Managing Directors

Tasks and Responsibilities

The Board of Managing Directors is responsible for independently managing the company. In
doing so, it 1s obliged to act in the company’s best interests and undertakes to increase the
sustainable value of the company.

The Board of Managing Directors develops the company’s strategy, co-ordinates it with the
Supervisory Board and ensures its implementation.
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The Board of Managing Directors shall ensure that all provisions set out by law are complied
with.

The Board of Managing Directors ensures appropriate risk management and risk controlling
within the company.

Composition and Compensation

The Board of Managing Directors is composed of several persons and has a chairman. Rules of
procedure, which require the approval of the Supervisory Board, govern co-operation within
the Board of Managing Directors. The Board of Managing Directors co-operates on a basis of
trust with the bank’s other bodies and the employee representatives to the benefit of the
company.

The compensation of the members of the Board of Managing Directors is fixed by the
Presiding Committee of the Supervisory Board at an appropriate amount, based on a
performance assessment. Criteria for determining the appropriateness of the compensation are,
in particular, the tasks of the respective Board member, his personal performance, the
performance of the Board of Managing Directors as a whole, the economic situation, and the
performance and future prospects of the bank, taking into account its competitors.

The overall compensation of the members of the Board of Managing Directors is composed of
a fixed salary and variable elements. The variable part of the compensation includes result-
and performance-linked components and is based on the achievement of the bank’s business
success, the results of the business segments for which the respective Board member is
responsible, and his individual performance. All compensation components must be
appropriate, both individually and in total.

The compensation of the members of the Board of Managing Directors is reported in the Notes
to the Annual Accounts, broken down into fixed salary and variable components, each in a
single sum.

Conflicts of Interest

During their employment with Essen Hyp, the members of the Board of Managing Directors
are subject to a comprehensive non-competition obligation.

In connection with their work, the members of the Board of Managing Directors and
employees may neither demand nor accept from third parties payments or other benefits for
themselves or for any other person, nor grant unlawful advantages to third parties.
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The members of the Board of Managing Directors are bound by the company’s best interests.
No member of the Board of Managing Directors will pursue personal interests in his decisions,
or use business opportunities intended for Essen Hyp for himself.

Each member of the Board of Managing Directors must disclose conflicts of interest to the
Supervisory Board without delay and inform the other members of the Board of Managing
Directors. All transactions between the company and the members of the Board of Managing
Directors, persons they are closely related to or companies they have a personal association
with must meet the standards that are customary in the sector. Important transactions require
the approval of the Supervisory Board or the Committee responsible according to the rules of
procedure of the Supervisory Board.

Sideline activities of the members of the Board of Managing Directors, especially Supervisory
Board mandates outside the company, are subject to the approval of the Supervisory Board.

The Supervisory Board

Tasks and Responsibilities

The task of the Supervisory Board is to provide continuous advice to and to monitor the work
of the Board of Managing Directors in the management of the company. The Supervisory
Board must be involved in all decisions that are of fundamental importance to the company.

The Supervisory Board appoints and dismisses the members of the Board of Managing
Directors. Together with the Board of Managing Directors, the Presiding Committee of the
Supervisory Board ensures that there is long-term successor planning. The Supervisory Board
has delegated the preparations for the appointment of members to the Board of Managing
Directors to the Presiding Committee, which also lays down the conditions of the employment
contracts, including compensation.

A re-appointment prior to one year before the end of the appointment period with a
simultaneous termination of the current appointment may only take place under special
circumstances. For members of the Board of Managing Directors there is a fixed age limit of
65 years.

The Supervisory Board has issued rules of procedure.

Page 7 of 12



Corporate Governance Code of Hypothekenbank in kssen Aktiengeselischait, kssen

5.2  Tasks and Powers of the Chairman of the Supervisory Board

The chairman of the Supervisory Board co-ordinates the work within the Supervisory Board
and chairs its meetings.

The chairman of the Supervisory Board also chairs the Presiding Committee which, inter alia,
deals with the employment contracts of the members of the Board of Managing Directors.

The chairman of the Supervisory Board maintains close contact with the Board of Managing
Directors, and with the chairman in particular, in order to discuss the strategy, business
development and risk management of the company. The chairman of the Supervisory Board
shall, without delay, be informed by the chairman of the Board of Managing Directors of any
events material for the assessment of the company’s situation and development, or for the
management of the company. The chairman of the Supervisory Board shall then inform the

Supervisory Board and, as necessary, convene an extraordinary meeting of the Supervisory
Board.

5.3 Formation of Committees

5.3.1 Depending on the specific features of the company and the number of Supervisory Board
members, the Supervisory Board has formed a Presiding Committee and a Credit Committee
from within itself. These two committees serve to increase the efficiency of the Supervisory
Board’s work and deal with more complex issues. The chairman of each committee regularly
reports to the Supervisory Board on the work of the respective committee.

5.3.2 The rules of procedure of the Supervisory Board provide for committees to make decisions in
place of the Supervisory Board. The Presiding Committee prepares Supervisory Board
meetings, at which personnel decisions are to be made.

5.3.3 The Supervisory Board can delegate other subjects to be handled by one or several
committees. These subjects include the strategy of the company, the compensation of the
members of the Board of Managing Directors, investments and financing.

5.4 Composition and Compensation

5.4.1 When submitting proposals for the election of Supervisory Board members, care shall be taken
that the Supervisory Board, is, at all times, composed of members who, as a whole, have the
required knowledge, ability and expertise to properly complete their tasks and are sufficiently
independent. Furthermore, the international activities of the company and potential conflicts of
interest are taken into account.
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To ensure the Supervisory Board’s independent advice and supervision of the Board of
Managing Directors, not more than one former member of the Board of Managing Directors
shall be a member of the Supervisory Board. Moreover, Supervisory Board members shall not
hold directorships or similar positions with main competitors of the bank or provide any
advisory services to them.

The members of the Supervisory Board shall ensure that they have sufficient time to perform
their mandate. Members of the Board of Managing Directors of a listed company shall not
accept more than five Supervisory Board mandates in non-group listed companies.

The election or re-election of all Supervisory Board members takes place at the same time, and
as a rule for the longest admissible period of office. Elections to replace members are for the
remaining period of office of a member of the Supervisory Board who resigns prematurely, or,
if the resigning member’s period of office was shorter than the regular period of office in
accordance with sentence 1 of this Section, up to the end of the period of office of the other
members of the Supervisory Board who have been appointed for the longest admissible period
of office.

The compensation of the members of the Supervisory Board is specified in the Articles of
Association. It is based upon the responsibilities and tasks of the members of the Supervisory
Board, as well as the economic situation and performance of the company. Also taken into
account are the holding of a chair or deputy chair position in the Supervisory Board, as well as
the chairmanship and membership in any Supervisory Board committee.

The members of the Supervisory Board receive fixed as well as performance-related
compensation. The latter is based upon the dividend payments to the bank’s shareholders. .

The compensation of the members of the Supervisory Board is reported in the Notes to the
Annual Accounts, broken down according to components, each in a single sum. Should, by
way of exception, compensation be paid to the members of the Supervisory Board or
advantages extended for services provided individually, in particular, advisory or agency
services, these payments are shown separately in the Notes to the Annual Accounts.

If a member of the Supervisory Board has taken part in less than half of the meetings of the
Supervisory Board in a financial year, this will be noted in the Report of the Supervisory
Board.

Conflicts of Interest

All members of the Supervisory Board are bound to act in the company’s best interests. No
member of the Supervisory Board will pursue personal interests in his decisions, or use
business opportunities intended for Essen Hyp for himself.

Page 9 of 12
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5.5.2 Each member of the Supervisory Board shall inform the chairman of the Supervisory Board of
any conflicts of interest, especially those which may result from a consultant or directorship
position with clients, suppliers, lenders or other business partners. If necessary, the chairman
of the Supervisory Board will then have the Presiding Committee discuss the issue. The
chairman of the Supervisory Board shall disclose his own conflicts of interest to the
Supervisory Board or the Presiding Committee.

5.5.3 Material and not merely temporary conflicts of interest with respect to the person of a
Supervisory Board member shall result in the termination of his mandate.

5.5.4 Advisory and other service agreements between a member of the Supervisory Board and the
bank require the Supervisory Board’s approval.

5.6 Examination of Efficiency
The Supervisory Board shall examine the efficiency of its activities on a regular basis.
6 Transparency

6.1  The Board of Managing Directors shall disclose without delay any new facts within the
company’s field of activity that are not known publicly if they are likely to substantially
influence the price of the company’s listed securities, due to their impact on the asset and
financial situation or general business development.

6.2  As soon as the company becomes aware of the fact that an individual acquires, sells or by any
other means exceeds or falls short of 5, 10, 25, 50 or 75% of the voting rights in the company,
the Board of Managing Directors shall disclose this fact without delay.

6.3 The company's treatment of all shareholders in respect of information shall be the same. The
company shall also disclose all new facts made known to financial analysts and similar
addressees to its shareholders without delay.

6.4 The company shall use suitable communication media, such as the internet, to inform
shareholders and investors in a prompt and uniform manner.

65 Any information which the company discloses abroad in compliance with applicable capital
' market law provisions will also be disclosed domestically without delay.

6.6  As part of the bank’s regular information policy, the dates of its most important regular
publications (including the Annual Report, Interim Reports, General Meeting) are published
sufficiently in advance in a ‘financial calendar’.

6.7  Any information on the company disclosed by Essen Hyp shall also be published on the
bank’s website. The website shall have a clear structure.
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Reporting

Third parties receive their information through the Annual Financial Statements. During the
financial year, they receive additional information in the form of interim reports that are
published at the end of the second and third quarters. The Annual Financial Statements and
Interim Reports are prepared according to national legislation, i.e. the provisions set out in the
German Commercial Code (HGB), which also form the basis for taxation.

The Annual Financial Statements are prepared by the Board of Managing Directors and
examined by the auditors and the Supervisory Board. The Annual Financial Statements shall
be publicly accessible within 90 days of the end of the financial year; Interim Reports shall be
publicly accessible within 45 days of the end of the reporting period.

The company publishes a list of third party companies in which it has a participating interest
that is not of minor importance for the company. The trading portfolios of the bank, on which
voting rights are not exercised, are disregarded in this context. In accordance with the German
Commercial Code (HGB) the following information is provided in the bank’s Annual
Accounts: name and registered office of the company, the amount of the interest, the amount
of equity and the operating result of the past financial year.

Notes on the relationships with shareholders who are considered ‘related parties’ pursuant to
the applicable accounting regulations, shall be provided in the Annual Financial Statements.

Audit of the Annual Financial Statements

Prior to submitting a proposal for election, the Supervisory Board will obtain a statement from
the proposed auditor stating whether, and where applicable, which professional, financial and
other relationships exist between the auditor and its executive bodies and head auditors on the
one hand, and the company and its Board members on the other hand, that could call its
independence into question. This statement shall include the extent to which other services
were performed for the company in the past year, especially in the field of consultancy, or
which are contracted for the following year.

The Supervisory Board agrees with the auditor that the chairman of the Supervisory Board
will be informed immediately of any grounds for disqualification or partiality occurring
during the audit, unless such grounds are removed immediately.

The Supervisory Board shall commission the auditor to carry out the audit and conclude an
agreement on the latter’s fee.
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7.2.3 The Supervisory Board shall arrange for the auditor to report on all facts and events of
importance for the tasks of the Supervisory Board which arise during the performance of the
audit.

The Supervisory Board shall arrange for the auditor to inform it and/or note in the Auditors’
Report if, during the performance of the audit, the auditor comes across facts which show a
misstatement by the Board of Managing Directors and Supervisory Board on the Corporate
Governance Code.

7.2.4 The auditor takes part in the Supervisory Board’s deliberations on the Annual Financial
Statements and reports on the relevant results of the audit. He is available to answer the
questions the members of the Supervisory Board may have.
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Investor relations

Financial Calendar 2004/2005

Key Dates 2005

March 17, 2005 Annual General Meeting and (Supervisory Board) Meeting on
the 2004 Annual Accounts

March 18, 2005 Press Conference on the 2004 Annual Accounts and
publication of the German version of our 2004 Annual
Report

May 2005 Publication of the English version of our 2004 Annual Report

Mid-August 2005 Interim Report as of June 30, 2005

Mid-November 2005 Interim Report as of September 30, 2005
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Credit Researchn

Overview of updates

Subject

Public-sector loans

Breakdown of public-sector cover pool
by rating

by borrowers and regions

by countries

by risk weighting

derivatives serving as cover

Cover pool at market value

Development/ Stress scenario

Surplus cover

Breakdown of new lending commitments
by rating

by borrowers and regions

by countries

by risk weighting

Non-cover Loans

Breakdown of non-cover loans
by rating

by borrowers and regions

by countries

by risk weighting

Breakdown of new lending commitments
by rating

by borrowers and regions

by countries

by risk weighting

Investment of available funds

Mortgage Loans

Breakdown of mortgage portfolio

domestic loans by type of property, region and LTV
foreign loans by type of property, country and LTV

derivatives serving as cover

Cover pool at market value

Development/ Stress scenario

Surplus cover

Update period Last update

monthly
monthly
monthly
monthly
monthly

monthly

monthly

monthly
monthly
monthly
monthly

monthly
monthly
monthly
monthly

monthly
monthly
monthly
monthly

monthly

quarterly

quarterly

monthly

monthly

monthly
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10.2004

10.2004

10.2004
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10.2004
10.2004
10.2004
10.2004

10.2004

09.2004

09.2004

10.2004

10.2004
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Breakdown of non-cover loans
Loans with a LTV > 60%

Breakdown of new lending commitments

domestic loans by type of property,
region and LTV

foreign loans by type of property,
country and LTV

Derivatives

Counterparty ratings

Yield curve distribution

Risk Management
Value-at-risk
Worst-case scenario
Interest rate risk
Grundsatz I
Grundsatz II

monthly

quarterly

quarterly

monthly
monthly

monthly
monthly
monthly
monthly
monthly

10.2004

09.2004

09.2004

10.2004
10.2004

10.2004

10.2004
10.2004
10.2004
10.2004
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Public-sector loans

Breakdown of cover pool by rating

S & P/ Moody's / Fitch

into account.

31.10,2004

Should the rating agencies come to different rating results, the worst rating is taken

by rating in Euro m in %
AAA [/ Aaa / AAA 16,118 30.46
AA+ / Aal / AA+ 2,628 4.97
AA / Aa2 [ AA 12,612 23.83
AA- / Aa3 / AA- 8,779 16.59
A+ /Al / A+ 2,324 4.39
A/ A2/ A 780 1.47
A- / A3/ A- 1,095 2.07
BBB+ / Baal / BBB+ 312 0.59
Without rating * 8,272 15.63
Total 52,920 100.00
% - Without rating in E;"O in %
Public-sector banks and saving banks 3,404 6.43
Citie.s,' municipali_tigs, profit organizations and loans guaranteed by 4332 8.19
municipal authorities
Loans within the EU (Public-sector banks, EU member states, regional
governments, cities and municipalities). Loans guaranteed by EU 339 0.64
member states and EU institutions.
Others 197 0.37
Total 8,272 15.63
© Hypothekenbank in Essen AG
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Public-sector ioans

Breakdown of cover pool by borrowers and regions

Cover fund totai: Eurc 52,920m

Information as permitted
by banking confidentiality. 31.10.2004

Please click on the different parts of the pie chart for further information.

29.09%

Public-sector banks
and saving banks

Cities, municipalities,
non-profit
organizations and

} loans guaranteed by
¥ municipal authorities

Foreign Loans /
/ 13.52%

48.79%

\, Federal Government of Germany,
% Federal Government's special
fund and “Laender”

‘ in Euro
by borrowers in %

m

Federal Government of Germany, Federal Goverment's special fund

and "Laender” (individual German Federal States) 25,821 48.79

Public-sector banks and saving banks 15,396 29.09

Cities, municipalities, non-profit organizations and loans guaranteed

by municipal authorities 4,550 8.60
Foreign Loans 7,153 13.52
Total 52,920 100.00

© Hypothekenbank in Essen AG
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Public-sector lcans

Breakdown of cover pool by borrowers and regions

Cover fund total: Eurc 52,920m

Information as permitted

by banking confidentiality. 31.10.2004
Federal Government of Germany, Federal Goverment's special fund and in Euro
"Laender" (individual German Federal States) m
Federal Government of Germany 3,971
Federal Government's Special Fund 1,202
Laender (individual German Federal States) 20,648
Total 25,821

© Hypothekenbank in Essen AG
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Public-sector locans

Breakdown of cover pool by borrowers and regions

Cover fund totai: Euro 52,920m

Information as permitted
by banking confidentiality.

Public-sector banks and savings banks

Public-sector banks

Savings banks in
Baden-Wuerttemberg

Bavaria

Bremen

Hamburg

Hesse

Lower Saxony
Mecklenburg-Western Pomerania
North Rhine-Westphalia
Rhineland-Palatinate

Saarland

Schleswig-Holstein

Mortgage loans guaranteed by the public-sector
Total

31.10.2004

in Euro m
11,128

in Euro m
717
69
10
95
135
341
20
2,342
20
5
497
17
15,396
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Public-sector loans

Breakdown of cover pool by borrowers and regions

Cover fund total: Euro 52,920m

Information as permitted

by banking confidentiality. 31.10.2004
Cities, municipalities, non-profit organizationsand )
loans guaranteed by municipal authorities in in Euro m
Baden-Wuerttemberg 299
Bavaria 363
Berlin 8
Brandenburg 8
Bremen 132
Hamburg 393
Hesse 214
Lower Saxony 706
Mecklenburg-Western Pomerania 33
North Rhine-Westphalia 1,707
Rhineland-Palatinate 157
Saarland 105
Saxony 2
Saxony-Anhalt 1
Schleswig-Holstein 414
Thuringia 8
Total 4,550
© Hypothekenbank in Essen AG
Back | Search | Glossary | German website | Print | Sitemap
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Public-sector ioans

Breakdown of cover pool by borrowers and regions

Cover fund total: Euro 52,920 m

Information as permitted

by banking confidentiality. 31.10.2004
Loans within EU in Euro m
Public-sector banks in EU member states 953
EU member states 3,599
EU regional governments 912
EU member states, cities and municipalities 58
Loans guaranteed by EU member states 713
EU institutions 30
Subtotal 6,265
Other Foreign Loans in Euro m
Public-sector banks 152
States 108
Regional governments 465
cities and municipalities 8
Loans guaranteed by foreign states 155
Subtotal 888
Total 7,153

© Hypothekenbank in Essen AG
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Public-sector icans

Breakdown of cover pool by countries

31.10.2004
by countries in Eurom in %
Austria 840 1.59
Belgium 151 0.29
Canada 404 0.76
Cyprus 89 0.17
Czech Republic 262 0.50
EU Institutions 30 0.06
Finland 51 0.10
France 503 0.95
Germany 45,775 86.49
Great Britain 26 0.05
Greece 710 1.34
Hungary 598 1.13
Iceland 49 0.09
Italy 129 0.24
Latvia 45 0.09
Lithunia 39 0.07
Poland 263 0.50
Portugal 1,205 2.28
Slovak Republic 50 0.09
Slovenia 70 0.13
Spain 973 1.84
Sweden 87 0.16
The Netherlands 6 0.01
The United States 318 0.60
Others 247 0.47
Total 52,920 100.00

© Hypothekenbank in Essen AG
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Public-sector icans

Breakdown of cover pool by risk weighting

31.10.2004
Risk weighting in Euro m in %
0% 35,124 66.37
10% ‘ 5,546 10.48
20% 12,250 23.15
100% 0 0.00
Total 52,920 100.00
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Public-sector locans

Public-sector cover pool - Derivatives serving as cover

Payables and receivables from derivative transactions which have been included in our

cover pools in order to hedge foreign currency positions serving as cover,

in Euro m
Date Dervatives Derivatives
31/10/2004 111.52 -0.19
30/09/2004 111.52 0.52
31/08/2004 111.52 -1.97
31/07/2004 111.52 -2.11
30/06/2004 111.52 -3.45
31/05/2004 111.52 -0.32
30/04/2004 111.52 -1.34
31/03/2004 111.52 -0.76
29/02/2004 111.52 0.64
31/01/2004 111.52 -0.43
31/12/2003 111.52 -0.79
30/11/2003 111.52 -1.61
31/10/2003 111.52 -1.44
30/09/2003 111.52 -2.24
31/08/2003 111.52 -2.40
31/07/2003 111.52 -1.74
30/06/2003 111.52 -1.34
31/05/2003 111.52 -3.13
30/04/2003 111.52 -4,37
31/03/2003 111.52 -7.23
28/02/2002 111.52 -8.22
31/01/2003 111.52 -7.86
© Hypothekenbank in Essen AG
Back | search | Glossary | German website | Print | Sitemap
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Public-sector loans

Breakdown of cover pool
Surplus cover

all amounts in Euro m

Date

31/10/2004
30/09/2004
31/08/2004
31/07/2004
30/06/2004
31/05/2004
30/04/2004
31/03/2004
29/02/2004
31/01/2004
31/12/2003
30/11/2003
31/10/2003
30/09/2003
31/08/2003
31/07/2003
30/06/2003
31/05/2003
30/04/2003
31/03/2003
28/02/2003
31/01/2003

Public-sector
Pfandbriefe
outstanding

51,805.87
51,802.74
51,718.23
51,850.10
52,128.36
51,663.36
50,595.48
50,105.46
49,978.24
50,215.02
50,182.81
50,378.42
50,151.37
50,787.81
48,592.09
48,349.97
47,607.68
48,486.93
48,701.46
48,786.06
48,817.68
49,152.92

Cover

52,919.77
52,965.24
52,834.41
53,113.88
53,165.67
52,854.12
52,409.61
51,723.48
51,322.38
51,259.87
50,821.11
51,173.12
50,693.46
51,390.95
49,452.45
48,897.85
48,259.63
48,851.54
49,141.17
49,884.93
50,043.07
50,365.79

Surplus
cover

1,113.90
1,162.50
1,116.18
1,263.78
1,037.31
1,190.76
1,814.13
1,618.02
1,344.14
1,044.85
638.30
794.70
542.09
603.14
860.36
547.88
651.95
364.61
439.71
1,098.87
1,225.39
1,212.87

in %

2.2
2.2
2.2
2.4
2.0
2.3
3.6
3.2
2.7
2.1
1.3
1.6
11
1.2
1.8
1.1
1.4
0.8
0.9
2.3
2.5
2.5

Bonds and
loans not yet
serving

as cover *

399.80
570.80
304.80
446.80
331.33
459.75
593.37
616.30
340.17
115.20
256.37
411.84
475.60
355.70
302.30
141.44
465.20
267.40
142.90
188.40
215.30
219.00

* For technical reasons (e.g. due to the absence of certificates).
These bonds and loans are usually included in the cover pool within a few weeks.

in %

0.8
1.1
0.6
0.9
0.6
0.9
1.2
1.2
0.7
0.2
0.5
0.8
0.9
0.7
0.6
0.3
1.0
0.6
0.3
0.4
0.4
0.4

Total
in %

3.0
3.3
2.8
3.3
2.6
3.2
4.8
4.4
3.4
2.3
1.8
2.4
2.0
1.9
2.4
1.4
2.4
1.4
1.2
2.7
3.0
2.9
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Public-sector loans - Breakdown of new lending commitments

by rating

S & P/ Moody's / Fitch 31.10.2004

Should the rating agencies come to different rating results, the worst rating is taken
into account.

by rating in Euro m in %
AAA / Aaa / AAA 2,703 25.07
AA+ / Aal / AA+ 644 5.97
AA / Aa2 / AA 2,097 19.45
AA-/ Aa3 / AA- 2,333 21.64
A+ /Al / A+ 1,238 11.48
A/ A2/ A 144 1.34
A- / A3/ A- 340 3.15
BBB+ / Baal / BBB+ 50 0.46
Without rating * 1,234 11.44
Total 10,783 100.00
* - Without rating in iuro in %
Public-sector banks and saving banks 974 9.03

Cities, municipalities, profit organizations and loans guaranteed by

municipal authorities 189 1.75
Others 71  0.66
Total 1,234 11.44

© Hypothekenbank in Essen AG
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Public-sector lcans - Breakdown of new lending commitments

by borrowers and regions

Information as permitted

by banking confidentiality. 31.10.2004

Please click on the different parts of the pie chart for further information.

Foreign Loans
/ 25.55%
1.94%

39.86% J{ non-profit

Federal Government of Germany,
Federal Government's special &
_ fund and "Laender” 4

by borrowers in Euro
Federal Government of Germany, Federal Goverment's special fund 4.298
and "Laender" (individual German Federal States) !
Public-sector banks and saving banks 3,521
Cities, municipalities, non-profit organizations and loans guaranteed 209
by municipal authorities

Foreign Loans 2,755
Total 10,783

Public-sector banks
and saving banks

i Cities, municipalities,

organizations and
loans guaranteed by
municipal authorities

in %

39.86

32.65

1.94

25.55
100.00
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Public-sector loans - Breakdown of new lending commitments

by borrowers and regions

Information as permitted

by banking confidentiality. 31.10.2004
Federal Government of Germany, Federal Goverment's special fund and in Euro
"Laender" (individual German Federal States) m

Federal Government of Germany 125
Federal Government's Special Fund 0
Laender (individual German Federal States) 4,173
Total 4,298

© Hypothekenbank in Essen AG
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Public-sector loans - Breakdown of new [lending commitments

by borrowers and regions

Information as permitted

by banking confidentiality. 31.10.2004
Public-sector banks, Private banks and savings banks in Euro m

Public-sector banks and Private banks 2,308
Savings banks in in Euro m

Baden-Wuerttemberg 135
Hamburg 75
Hesse 107
Lower Saxony 50
Mecklenburg-Western Pomerania 40
North Rhine-Westphalia 605
Rhineland-Palatinate 20
Schleswig-Holstein 181
Total 3,521

© Hypothekenbank in Essen AG
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Public-sector loans - Breakdown of new lending commitments

by borrowers and regions

Information as permitted

by banking confidentiality. 31.10.2004
Cities, municipalities, non-profit organizations and .
loans guaranteed by municipal authorities in in Euro m
Baden-Wuerttemberg 69
Bavaria 0
Berlin
Brandenburg
Bremen
Hamburg 70
Hesse 0
Lower Saxony 40
Mecklenburg-Western Pomerania 10
North Rhine-Westphalia 20
Rhineland-Palatinate 0
Saarland 0
Saxony 0
Saxony-Anhalt 0
Schleswig-Holstein 0
Thuringia 0
Total 209
© Hypothekenbank in Essen AG
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Public-sector ioans - Breakdown of new lending commitments

by borrowers and regions

Information as permitted

by banking confidentiality. 31.10.2004
Loans within EU in Euro m
Public-sector banks in EU member states 63
EU member states 1,920
EU regional governments 274
EU member states, cities and municipalities 0
Loans guaranteed by EU member states 83
EU institutions 0
Subtotal 2,340
Other Foreign Loans in Euro m
States 48
Regional governments 227
Foreign member states, cities and municipalities 23
Loans guaranteed by foreign states 117
Subtotal 415
Total 2,755

© Hypothekenbank in Essen AG
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Public-sector loans - Breakdown of new iending commitments

by countries

by countries
Austria
Belgium
Canada
Cyprus

Czech Repubilic
Germany
Greece
Hungary
Iceland

Italy

Latvia

Lithunia
Portugal
Slovak Republic
Slovenia

Spain

The United States

Total

in Euro m
63

15

86

80

200
8,027
650

56

114
735

45

39

60

67

15

315
216
10,783

31.10.2004

in %
0.58
0.14
0.80
0.74
1.85
74.44
6.03
0.52
1.06
6.82
0.42
0.36
0.56
0.62
0.14
2.92
2.00
100.00
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Public-sector loans - Breakdown

of new lending commitments

by risk weighting

Risk weighting
0%

10%

20%

Total

in Euro m
6,916
557
3,310
10,783

© Hypothekenbank in Essen AG

31.10.2004

in %
64.13
5.17
30.70
100.00
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Credit Research

Risk Report

Risk monitoring systems

Hypothekenbank in Essen AG aims not only to protect its corporate value, but also to increase it within an
existing risk limitation framework. This requires us to continuously develop our internal organization and to
optimize our models and procedures in order to identify, quantify and handle potential risks. This is the only way
to ensure their transparency and manageability. The information which we receive from our comprehensive risk
management system not only forms the basis for our strategic decisions, but also enables

us to recognize new opportunities.

Whereas, on the one hand, the management of Hypothekenbank in Essen AG must ensure a responsible
business strategy that focuses on creating added value, it must also install effective control mechanisms. The
business activities of mortgage banks as specialist banks are subject to certain legal constraints set out in the
German Mortgage Bank Act (HBG) and relative directives issued by the Federal Financial Supervisory Authority
(BaFin). Compliance with these regulations, as well as the obligation to meet the ever increasing

requirements of market participants, necessitates the efficient handling of risks and are, as such, characteristic
of a modern mortgage bank’s image. Due to the far-reaching internationalization, market transparency and
product diversity, business transactions have become ever more demanding and

complex. In this context not only market, liquidity, credit and counterparty risks but also operational risks are of
major importance.

Essen Hyp defines the term ‘risk’ as a possible loss resulting from unexpected changes, which might lead to
adverse deviations from the bank’s projected asset development and its financial and earnings performance.
Appropriate forecast periods have been assumed for each type of risk.

e Market risks hold the danger of losses resulting from adverse changes in prices or price-influencing
parameters. Here, interest rate risks are by far the most important risk category for Essen Hyp.
Establishing the total of possible overnight losses constitutes the main aspect of our risk analysis.
We also determine the exposure to losses for longer holding periods. Currency risks are ruled out by
specific hedging transactions.

e Liquidity risks hold the danger that, in the case of illiquid markets, contractual payment obligations
cannot be met in a timely manner or even at all, or that due to market disturbances or an insufficient
market depth, deals either cannot be wound up, or if so only with losses.

o Credit and counterparty risks consist in the partial or total failure of any of our business partners to fuifill
their obligations under a legally binding contract.

e In accordance with Basel II, Essen Hyp defines operational risks as the danger of losses resulting from
inadequate or defective internal processes and systems, human or technical failures, or from external
events. Legal risks resulting from the legal framework, legal actions or contracts are also included in our
understanding of operational risks.

Risk management under two different accounting standards. So far Hypothekenbank in Essen AG has
prepared its annual accounts and financial statements in accordance with the provisions of the German
Commercial Code (HGB). However, given that the consolidated accounts of the Commerzbank AG are now being
compiled in accordance with the International Accounting Standards/International Financing Reporting Standards
(IAS/IFRS), Essen Hyp was required to introduce IAS/IFRS as an additional accounting system. As a non-trading
book institution, Essen Hyp primarily manages its interest rate positions at a macro level, However, risk
management under IAS/IFRS focuses much more on market values. Thus, derivatives and loans not originated
by the bank are reported at market value due to the fact that the Commerzbank Group does not make use of the
category ‘held to maturity’.

http://www.essenhyp.com/creditresearch/rm_riskreport.html 16.11.2004




Whether or not changes in the market value affect the bank’s net income depends on their classification on the
balance sheet. Due to this partial reporting at market value (the so-called *mixed model’) we were required to
split our interest rate book into different portfolios for corporate management purposes. This enables us to
manage potential effects on our balance sheet within the scope of predefined limits. We measure our
performance under IAS/IFRS on a daily basis in order to show the potential effects of asset and liability

management measures.

Management of market and liquidity risks

Management of interest rate, Treasury Department
liquidity and currency risks Corporate Management Department

Risk measurement and reporting, development of Controlling Department

uniform methods
and procedures

Monitoring of the fair market value of concluded
transactions
and compliance with credit limits

Market Conformity Checking Section

Risk reporting Controlling Department

Management of credit and counterparty risks

Market Conformity Checking Section

Public-sector borrowers and credit institutions Treasury Department

governed by private law
Individual customers (mortgage loans)

Credit quality research
(public-sector lending)

Credit quality research
(mortgage lending)

Monitoring of compliance with
credit limits

Non-performing mortgage loans

Proposals for an appropriate risk provision
for non-performing mortgage loans

Risk reporting

Management of operational risks

Notifying and Credit Research Department

Property Financing Department - Transaction
Management, Notifying and Credit Research
Department

Credit Research Division within the Notifying and Credit
Research Department

Property Financing Department - Transaction
Management, Notifying and Credit Research
Department

Market Conformity Checking Section
Notifying and Credit Research Department

Mortgage Lending Risk Management Department
Legal Department, Foreclosure Department

Property Financing Department - Transaction
Management, Mortgage Lending Risk Management
Department, Foreclosure Department

Corporate Management Department
Notifying and Credit Research Department
Mortgage Lending Risk Management Department

Introduction of new products ‘New products’ Group

Legal risks
Modification of the legal framework

Human resources
Structural and procedural organization

Data processing risks
Equipment and infrastructure
Internal controlling

Legal Department; as necessary
external lawyers

Project team comprising employees
from the organizational units concerned

Personnel Department

Organization Department together
with the organizational unit(s) concerned

EDP/IT Department
Organization Department
Internal Audit Department

Risk management structure - Tasks and responsibilities. The risk management policies of Essen Hyp have
been decided by the Board of Managing Directors in accordance with the Group’s guidelines. These policies form
the basis of our bank’s risk management and control system.

http://www .essenhyp.com/creditresearch/rm_riskreport.html
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The following table shows the allocation of the most important tasks relating to risk control and risk
management to the responsible organizational units.

Risk acceptance. Up to the end of the first quarter of the period under review the acceptance of risks was the
responsibility of the departments dealing with customers and products. It was their task to identify, evaluate
and actively manage risk positions. However, following the implementation of the Minimum Requirements for
Lending Operations (MaK) in 2003 these procedures have been revised. Risk acceptance is now mainly the
responsibility of the relevant back office/transaction management function in order to ensure a credit risk
management that is independent of market developments.

Risk monitoring

Market risks - Value at risk (VaR). The data required for risk measurement is taken from the gap report, which
is updated by the Controlling Department on a daily basis and which indicates the mismatches per quarter. The
risks deriving from gap positions in the case of interest rate fluctuations, are measured and quantified on mark-
to-market key figures. The arbitrage-free zero-coupon discount factors used for this purpose are calculated daily.
These calculations are made on the basis of a yield curve composed of the

current public-sector Pfandbrief yields and interest swap rates. With the help of these discount factors, the
accruing cash flows from interest and principal payments are discounted and summarized into a key figure.

As a next step the unchanged cash flows are discounted by new discount factors, calculated from a simulated
market price change and a holding period of one business day. This simulation is carried out by applying the
historical yields of the past 255 trading days. The calculated 254 market scenarios form the basis for the
respective revaluation of the current portfolio and the calculation of the differences between the individual market
values. The corresponding maximum change in the interest rate book’s value is then calculated on the basis of a
confidence level of 97.5%. The VaR of the entire interest rate book describes the bank’s aggregate market risk.

The efficiency and reliability of this method is permanently monitored with the help of back-testing procedures,
i.e. the projected VaR is compared to the actual market value changes on a daily basis. Any outliers, i.e. market
value changes outside the forecast interval, are identified by using a onesided confidence interval, which covers
both positive and negative changes in value.

In 2003, we observed nine outliers when using a 97.5% confidence level. These outliers were mostly due to
rather extreme market movements triggered by the Iraq conflict. In order to limit losses exceeding the
confidence level of 97.5%, another upper limit for losses has been fixed, taking into account worst case
scenarios. The potential for such losses is also calculated daily.

The worst case scenario is set up in such a way that the maximal overnight changes in interest rates for each key
point on the yield curve are determined on a stand-alone basis and for a period of 10 years. These uncorrelated
figures are then applied to the current yield curve by means of a yield curve shift. The Board of Managing
Directors, in co-operation with the Supervisory Board and the Commerzbank AG, fixes limits for the VaR, as well
as for worst case scenarios. These limits have to be complied with at all times. The VaR utilization of the
authorized limit came to 59.2% as of December 31, 2003 and to 70.4% on an annual average. The utilization of
the limit for worst case scenarios stood at 42.1% on the balance sheet date, while the annual average was
53.9%.

In addition to this, we simulate various stress test scenarios in order to be in a position to better assess and limit
possible losses arising from extreme market movements, which are generally not appropriately represented by
VaR models. Thus stress testing represents a suitable complement to the VaR analyses which use historical
simulation.

Apart from the calculation of the VaR and the possibilities for simulations based upon user-defined parameters,
the underlying portfolio can be adjusted by simulating the impact of changed interest rate curves, as well as the
effects of planned new lending operations close to their point in time. For its VaR, market value and interest rate
risk calculations, Essen Hyp uses the well-established ATLAS software, as well as other valuation tools developed
within the bank.

http://www.essenhyp.com/creditresearch/rm_riskreport.html 16.11.2004



Value at risk on a daily basis and on an annual average of the authorized limit in 2003 in %
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‘Traffic light system’. Pursuant to the requirements set out by the Federal Financial Supervisory Authority
(BaFin), Essen Hyp also calculates the potential market value loss of the whole portfolio in the case of a general
interest rate increase of 1 basis point and 100 basis points from one business day to another. These calculations
are carried out for all maturities, taking into account certain predefined breakpoints (the so-called ‘traffic light
system’). This basis point value, calculated with the help of the key rate method, may, in the case of an interest
rate increase of 100 basis points, not exceed a certain limit in proportion to the liable capital. This limit is fixed by
the BaFin.

These figures are calculated on a daily basis. In 2003 the average limit utilization within this ‘traffic light system’
came to 13.8%, while, on the balance sheet date, it stood at 9.3%. We not only report this data to the

rating agencies Moody’s, Standard & Poor’s and FitchRatings, but also publish it on our website in an aggregate
form and on a regular basis in order to provide investors with an insight into the level of interest rate risk
incurred by the bank.

http://www .essenhyp.com/creditresearch/rm_riskreport.html 16.11.2004



Internal reporting. On each business day, the Board of Managing Directors, as well as the Head of Treasury and
the Head of Corporate Management, are provided with information on the development of the gap report’s
market value, the VaR level, the utilization of the different risk limits and the level of interest rate risk calculated
with the help of the ‘traffic light system’. Moreover, the market values of our public-sector and mortgage
Pfandbriefe and their respective cover pools, as well as the changes in value under predefined stress scenarios,
are calculated and reported.

Furthermore, the Head of Treasury reports on the bank’s short-term and long-term liquidity situation in the
course of the weekly meetings of the Board of Managing Directors.

As a part of our corporate management activities, our Asset Liability Committee (ALCO) meets on a weekly basis.
This Committee deals with and, within the scope of its competencies, decides on the bank’s interest

rate positions, the development of key figures as regards earnings and risk exposure, and reporting
requirements. The ALCO is composed of the member of the Board of Managing Directors who is responsible for
the Treasury Department (or his deputy), the heads of all operational and back-office units, and the heads of the
Controlling and Research Department. The Chairman of the Committee reports on the decisions and
recommendations of the ALCO in the course of the weekly Board meetings.

On a monthly basis the Board of Managing Directors receives several detailed reports from the individual
departments and sections. For instance, the report prepared by the Controlling Department, provides, inter alia,
information on the transactions effected in the previous month and the development of the market value.
Furthermore, this report contains an overview of the pending forward transactions, including options and
repurchase agreements. The monthly report prepared by the Accounting and Taxes Department provides
information on the development of the balance sheet and profit and loss account in accordance with the
provisions of both the German Commercial Code (HGB) and IAS/IFRS. The monthly report submitted by the
Settlements Department includes, amongst other things, information on the structure of the bank's loan
portfolios. The Notifying and Credit Research Department provides information about the ratings of our
borrowers, including, if applicable, information on changes in the assessment of their credit quality. And, finally,
the Market Conformity Checking Section reports on its assessment of the market conformity of the transactions
entered into. Within the framework of implementing the Minimum Requirements for Lending Operations (MaK) we
have set up the necessary internal procedures to draw up quarterly reports in accordance with these
requirements. These quarterly reports are based on the monthly reports referred to above. The first quarterly
report which covered the third quarter of 2003 was completed in February 2004.

Credit and counterparty risks

Public-sector loans and securities issued by other borrowers. With a percentage of 80.8% of our total
assets, public-sector loans and loans to credit institutions governed by private law and to other borrowers
constitute the core business of Essen Hyp in accordance with the bank’s overall business strategy. As of
December 31, 2003, the volume of this portfolio came to €59.9bn, including pro-rata interest of €1.3bn.

The high quality of our public-sector cover assets, amounting to €50.8bn as of December 31, 2003, is reflected
on the one hand by the low average risk weighting pursuant to the BIS standards and, on the other hand, by the
external ratings of the leading international rating agencies. In terms of the BIS standards, 61.9% of these
assets are classified at a risk weighting of 0%, 14.6% at 10% and 23.5% at 20%. A breakdown of the loan
portfolio by rating reveals that 30.6% of the assets have been awarded a triple A,

45.7% a double A, 5.3% a single A and 0.6% a triple B. Those assets which were not rated by an external rating
agency, i.e. 17.8 % of the total loan volume, include loans to credit institutions governed by public law (41.6%)
and national and international public-sector bodies (58.4%), whose excellent credit quality was confirmed by our
internal credit quality analysis. The composition of our loan portfolio which is held in trust by a trustee in order to
serve as cover for our public-sector Pfandbriefe, can be seen on our website. This site is updated monthly and
provides investors with information on the structure and quality of our cover pool, while complying with banking
secrecy provisions.

As a basic principle, an investment grade rating is the prerequisite for the granting of loans to foreign public-
sector bodies, as well as to credit institutions governed by private law and other borrowers. Our non-cover

http://www.essenhyp.com/creditresearch/rm_riskreport.html] 16.11.2004



transactions (excluding derivatives) with these counterparties amounted to €4.3bn as of December 31, 2003.
While 0.2% of these counterparties were rated triple A, 22.4% were rated double A, 69.7% single A and 4.3%
triple B. Loans totaling less than €0.2bn were not rated by an external rating agency. The breakdown

of our non-cover loans under different criteria is also published in detail on our website. These figures are

updated periodically.

Hypothekenbank in Essen AG rigorously complies with the ‘gentlemen’s agreement’ concluded between the
member institutions of the Association of German Mortgage Banks (VDH) and the Federal Financial Supervisory
Authority (BaFin). This agreement stipulates that new commitments that are not eligible for cover may only be
entered into if the respective counterparty has a minimum rating of A-/A3 by an external rating agency or a
comparable internal rating. The total volume of loans whose rating is downgraded to a level below the minimum
rating of A-/A3 during their term, is limited to one time the bank’s liable own capital.

Ratings of our cover assets

Standard & Poor's / Moody s / Fitch

AAA / Aaa / AAA
AA+ / Aal / AA+
AA / Aa2 / AA

AA- / Aa3 / AA-

A+ /Al /[ A+
A/A2/A

A-/ A3/ A-

BBB+ / Baal / BBB+
BBB- / Baa2 / BBB-
Not rated

Total

as of Dec 31, 2003

in&m
15,550
3,572
11,706
7,943
1,001

885
834
262

32

9,036
50,821

in %
30.60
7.03
23.03
15.63
1.97
1.74
1.64
0.52
0.06
17.78

100.00

Country risks. In order to co-ordinate all questions concerning country risks and to implement appropriate
measures, Essen Hyp makes use of the Commerzbank Group’s know-how. Risk limits are fixed on the basis of
internal and external credit quality assessments and in close co-operation with our supervisory bodies, also
taking into account the total credit exposure of the Commerzbank Group.

The bank granted loans totaling €1.2bn, in the form of securities that are listed on European stock markets, to
EU candidate countries which will become EU members on May 1, 2004. These securities have an average
maturity of nine and a maximum maturity of ten years. Essen Hyp did not place any investments in emerging

market countries.

Derivatives. Essen Hyp reduces counterparty risk by applying bilateral outline agreements, most of which

include netting arrangements. Again, as far as these agreements are concerned, uniform contractuai regulations
are in place within the Group. The structure of our derivative portfolio, broken down by counterparty rating, can
be seen in the following table (see also p. 86 of the Notes on the Bank’s Annual Accounts).

Counterparty ratings

Rating
Triple A
Double A
Single A
not rated

in € m/remaining time to maturity

< 1 year
60
4,530
10,655
5,195

http://www.essenhyp.com/creditresearch/rm_riskreport.html

1-5 years
447
26,600
50,086
39,543

> 5 years
4,930
16,815
35,194
23,737

Total
5,437
47,945
95,935
68,475
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Total 20,440 116,676 80,676 217,792

To a certain extent the entries of our non-rated counterparties relate to German subsidiaries of foreign credit
institutions with a good rating. In the table below we have, in most cases, notionally attributed the ratings of
these foreign credit institutions to the respective counterparties as an ‘implicit rating’.

Implicit counterparty ratings in € m/remaining time to maturity

Rating < 1year 1-5years > 5 years Total
Single A 5,195 39,474 23,512 68,181
not rated 0 69 225 294
Total 5,195 39,543 23,737 68,475

Currently no interest rate derivatives for a collateralization at market value. The 4th Financial Market
Promotion Act (Finanzmarktférderungsgesetz), which took effect in 2002, and the related amendments to the
German Mortgage Bank Act (HBG) permit the inclusion of derivatives in the cover pool. The reason for this is
that a match between the nominal value of the outstanding Pfandbriefe and the nominal value of the cover
assets, as is currently required by law, does not take into account changes in value resulting from interest

rate fluctuations. It is intended to eliminate these interest rate risks by stipulating that maintaining a present-
value surplus cover is a prerequisite for issuing Pfandbriefe. Present-value surplus cover means that the market
value of the cover assets must, at all times, exceed the market value of the Pfandbriefe outstanding.

Currency swap transactions, which have been entered into prior to the implementation of the 4th Financial
Market Promotion Act for the purpose of eliminating currency risks relating to foreign-currency loans in the cover
pool, have been included in our market-value cover pool at their market value as of December 31, 2003 (€-9m).

However, Hypothekenbank in Essen AG currently has no reason to include interest rate derivatives in its cover
pool. The market value of our cover assets has always exceeded the market value of cur public-sector -
Pfandbriefe outstanding. The relevant reports are made available to the rating agencies on a quarterly basis. In
addition to this, market values and market value changes are published on our website. Nevertheless, we
entered into negotiations with our derivative counterparties in order to be able to include derivatives in our cover
pool with their consent should this turn out to be necessary.

Risks relating to mortgage lending

The assessment of credit risks relating to mortgage lending is the responsibility of the Property Financing
Department, and, in particular, the Transaction Management Section. Further assistance is provided by the
Mortgage Lending Risk Management Department, and by our subsidiaries, Essen Hyp Immobilien GmbH and
Immobilien Expertise GmbH. The responsibilities and competencies with regard to the granting of loans

are clearly and unambiguously defined in organization instructions, which are available to our staff in electronic
form. As far as the granting of small residential loans is concerned, Essen Hyp makes use of an adequate
customer and property scoring system, which is also applied when co-operating within the Group. However, in
view of the implementation of Basel II, we will revise this system in close co-ordination with our parent
company, the Commerzbank AG, in order to obtain a scoring system for the assessment of small residential
loans and the borrowers’ credit quality, which is in line with the new requirements on internal ratings. When
granting loans that are not classified as small residential loans, Essen Hyp not only attaches

particular importance to the borrower’s credit standing but, above all, to the valuation of the property concerned
(including the determination of the lending value (Beleihungswert) in accordance with the German Mortgage
Bank Act (HBG)), which is carried out by the certified valuers of our subsidiary Immobilien Expertise GmbH. The
sustainable income from the charged property after deduction of the non-recoverable operating expenses must
at all times exceed the interest and principal payments due to our bank. Essen Hyp drew up specific guidelines
for both domestic and international property financing, which were approved by the Credit Committee of the
Supervisory Board. These guidelines stipulate, amongst other things, the minimum debt

service cover (DSC) ratios, and they also include a list of property types which are currently not eligible as
security for mortgage loans or for which a loan can only be granted if certain conditions are met.
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For the timely recognition of credit risks, we established an early warning system which enables us to plot latent
risks in a more efficient way, taking into account potential risk factors, such as interrupted performance, an
adverse development of the sector, risks of rent losses or adverse impacts on the quality of the property
location. The processing of loans in default or other loans showing performance interruptions (and thus bearing a
certain risk potential) has been restructured in accordance with the Minimum Requirements for Lending
Operations (MaK). As in the previous years, we have permanently monitored the risks inherent in our stakes in
large-volume property portfolios, and especially those in the East German Federal States. In this context a
number of risk-mitigating measures were taken, such as requiring additional security, restructuring certain
commitments, and, finally, ensuring an adequate provision for possible loan losses in accordance with

the strict standards of Hypothekenbank in Essen AG.

Prior to each of its periodical Committee meetings, the Credit Committee of the Supervisory Board is informed
about the progress of non-performing loans exceeding a certain amount and about the structure of our mortgage
loan portfolio.

Internal ratings

The changes in the regulatory framework governing credit risks and their capital backing as set out in the Basel
1I requirements, as well as the provisions regarding loan administration procedures laid down in the Minimum
Requirements for Lending Operations (MaK), make great demands on all German banks. This is why Essen Hyp
pushed the development of suitable methods for calculating the minimum capital requirements and for
measuring risks in accordance with the internal rating based (IRB) approach for both public-sector and mortgage
lending in 2003. This was done in close co-operation with our parent company, the Commerzbank AG.
Furthermore, we participated in two joint projects on loss given default (LGD) grading and probability of defauit
(PD) rating. These projects aim at optimizing the elements which are required to obtain a PD rating that satisfies
the Basel II requirements, and at developing the related rating tools while taking into account the special
characteristics of German mortgage banks.

The LGD project for mortgage lending operations focuses on developing a rating tool which calculates the loss
rate for each individual loan after the occurrence of an event of default and the subsequent liquidation of the
loan security. This calculation takes into account general criteria which apply to all member institutions of the
Association of German Mortgage Banks (VDH), such as the recovery rate or the duration of the liquidation
process, as well as individual parameters specific to each bank, such as recovery costs or the period of time
between default and liquidation. Each participating bank is thus in a position to individually calculate the loss
given default (LGD) for any mortgage loan on the basis of the relevant loan security. Upon completion of the
project we received another tool for calculating our capital requirements, the LGD component. The first version
of this LGD component has already been incorporated in our internal EDP systems. Final testing, the
implementation of subprojects and the inclusion of complementary data are planned for the business year 2004.
It is worth mentioning in this context that, in 2003, Essen Hyp and several other VDH members entered into a
legally binding agreement to continue the LGD project. This includes, in particular, refining the calculation tools
described above and evaluating the data provided by the participating banks. The project is managed by the Hyp
Real Estate Rating Services GmbH, a wholly owned subsidiary of the Association of German Mortgage Banks
(VDH). Upon the full integration of the LGD grading into our internal EDP systems

in 2004 we will be able to systematically calculate the LGD - and thus to internally measure the loss in an event
of default - in accordance with the advanced IRB approach.

The negotiations on the joint project 'PD rating for commercial properties’, entered into with the publishing
house Bank Verlag Kéln, the RES Consult GmbH Leipzig (a company owned by the University of Leipzig) and the
Department of Statistics of the University of Regensburg, were successfully concluded in mid-2003. Based upon
the know-how of the six participating banks as regards property financing, a PD prototype with certain rating
functions has been developed and made available to the individual banks. Later on, this prototype will be
replaced by the final rating tool, which has yet to be developed in full. Using this tool, we are in a position to
measure the probability of default for each loan that is allocated to one of the internal rating categories. The
time horizon applied is one year. As soon as this rating procedure is applied by all banks involved in the project,
they will be in a position to calculate the probability of default of each borrower on the basis of the available data
and in accordance with the Basel II requirements. The quantity and quality of the available data plays a key role
in ensuring reliable PD ratings. The banks involved in the PD rating project have committed themselves to
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continuously providing suitable data, which then forms the basis for an adequate calibration and validation. In
the framework of implementing the new IRB requirements, and in accordance with the Minimum Requirements
for Lending Operations (MaK), Essen Hyp has started to carry out the first practical rating analyses using the
new PD tool.

Once the rating components described above have been implemented, our bank will satisfy all requirements that
have to be met in order to set up an individual risk classification. We will thus be eligible to adopt the advanced
internal ratings approach under Basel II for deriving our capital requirements and for pricing purposes. As
before, Essen Hyp will develop its PD rating system for mortgage loans for in close co-operation with the
Commerzbank AG.

Provision for possible loan losses

Through the formation of individual and, in the case of latent credit risks, of general risk provisions, the
discernible risks of the lending business are adequately taken into account. Until now there has been no need for
individual value adjustments or provisions in respect of our lending business with public-sector borrowers or
entities governed by public law.

Based upon thorough analyses, our Property Financing Department continually gauges which risk provisioning
measures need to be taken in order to ensure the quality of the bank’s planning.

Liquidity risks

The bank’s liquidity management is the responsibility of our Treasury Department. It is based upon the daily
listing of all payment flows. An adequate assessment of the liquidity situation requires that the public-sector,
corporate and bank bonds held as assets are extremely liquid. This ensures that they can be disposed of or sold
under agreements to repurchase at short notice - within the scope of nominal overcollateralization - should the
need for liquidity arise. The bank calculates its liquidity risk by showing the volume of mismatches in a capital
outflow account and then determining the ratio between these mismatches and the existing short-term funding
limits, plus liquidity reserves. Qur liquidity positions are additionally managed pursuant to the Grundsatz II
requirements concerning the adequacy of a credit institution’s liquidity provision. Our bank’s liquidity ratio
calculated according to Grundsatz IT was 1.21 at the end of the year (minimum ratio required by

law: 1.0).

Operational risks

In anticipation of the Basel II requirements concerning risk management and the monitoring of operational risks,
Essen Hyp categorized all relevant risks according to their nature as early as in 2001. As a result, our bank not
only meets the Basel II criteria, but also complies with the risk categorization that is applied within the
Commerzbank Group as a whole. Accordingly, existing or potential risks in the individual departments and
sections are identified by means of a self assessment in which most of our employees participate.

Development of our liquidity ratio in accordance with Grundsatz II

http://www .essenhyp.com/creditresearch/rm_riskreport.html 16.11.2004



25

1.5

1 minimum ratic required by law e

0.5

Jan, Feb, March  Apal May Juns Ry Aug, Sep. Oct. Mo, Dec.

The statements and analyses made by the participants in this self assessment cover IT issues (i.e. impacts of
system failures, the quality of software administration, interface functionality, protection against wrong user
input), internal procedures (quality and comprehensiveness of organizational directives, competencies as regards
the initiation, approval and conclusion of business transactions), together with potential criminal and
unauthorized acts (control mechanisms, protection of customer data and system and application files).

In November 2003 this self assessment was carried out for the third time. We have developed a specific database
in order to adequately record, administer and analyze the resuits.

In addition to this, Essen Hyp is involved in a Commerzbank Group project which focuses on the collection of data
on operational risk losses. In anticipation of the legal requirements which will have to be met under both the
standard approach and the IRB approach, it has become necessary to collect, record and analyze operational risk
losses in a systematic way. The aim is to quantify operational risks by calculating a value at risk figure. Against
this background Essen Hyp has recorded and reported all losses exceeding €5,000 since the beginning of 2002.
Since mid-2003 our bank has been integrated into the Commerzbank’s intranet-based ‘Loss Collection Tool’,
which serves to collect and assess all operational risk losses incurred within the Group. Since then we have
reported the losses incurred in our bank by directly entering the relevant information into the database. By
analyzing the losses incurred in the Group as a whole we expect to obtain detailed information on the future
management of this type of operational risk. In 2003 we also reported, for the first time, the legal risks taken by
our bank to our parent company. Within Essen Hyp, the Board of Managing Directors receives a monthly report
on all operational risk losses incurred. The total volume of losses resulting from operational risks incurred by
Essen Hyp in 2003 was € 111,000.

However, even before the introduction of the self assessments and the collection of losses as described above,
Essen Hyp was concerned about the issue of operational risks. In order to detect possible weak points, we have,
for several years, been analyzing the ‘classical’ operational risks relating to the bank’s structural and procedural
organization, EDP, internal and external electronic communication (intranet, internet, e-mail), availability of
qualified staff, adequate equipment and legal matters. With regard to certain specific issues we seek external
advice from consultants and other specialists. For instance, external specialists have been tasked with analyzing
and validating the safety of our IT systems at regular intervals, e.qg. in view of so-called

‘hacker attacks’.

Other pre-emptive measures in terms of operational risks include the preparation and improvement of
contingency plans for all business units. To rule out potential EDP failures, the bank has two separate central
computer systems located in different parts of Essen, one of which serves as a back-up system, should the
working system fail. OQur reserve headquarters referred to above is situated in the same premises as our back-up
system, so that a continuation of the bank’s key business activities is ensured for a transitional

period should the bank’s headquarters be destroyed or severely damaged. Thus a trouble-free 24-hour data flow,
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without interruption of operations in an emergency, is ensured. In addition to this, we continued our qualification
program for employees in the operational units and in the back offices during 2003 by organizing certified
seminars on job-specific as well as general issues. To the extent possible, this aims at preventing errors that
result from a lack of expertise.

Legal risks

Essen Hyp's Legal Department acts as an internal service provider for all legal matters. This includes providing
general and specific legal advice on contracts, outline agreements and agreements that are not standard
constructions. By integrating the Legal Department from the beginning, limitations of our scope of activity
resulting from existing legal frameworks can be quickly recognized. At the same time, we are in a position to
make use of the whole range of legally permissible options in an innovative way. Our Legal Department is also
involved in the processing of non-performing loans. If required, we additionally seek external legal advice. When
dealing with mortgage and public-sector loans to foreign borrowers, we always make use of the services of
international law firms.

The Legal Department regularly provides the Board of Managing Directors with information on the latest legal
developments, related risks and their potential impact on our bank’s business activities.

Internal auditing

Internal auditing forms an integral part of our internal monitoring system. The Internal Audit Department, which
functions independently of all working procedures, has been tasked by the Board of Managing Directors with
controlling the existing structures and procedures in terms of the early recognition of potential risks. The main
focus is put on examining and evaluating the quality of the safety measures and the prescribed internal

controls integrated in the working procedures. Feedback about the structuring and suitability of the bank’s risk
management system is provided to the Board of Managing Directors and to the individual departments and
sections. Material findings by the Internal Audit Department are reported to the Supervisory Board during its
subsequent ordinary Supervisory Board meeting. During the first meeting in every new financial year the
Supervisory Board is informed about all important findings by the Internal Audit Department, and also about the
extent to which deficiencies observed in the past financial year have been remedied. Should the Internal Audit,
at any time, reveal material deficiencies, the Chairman of the Supervisory Board has to be informed
immediately.

The Internal Audit Department acts according to a long-term inspection plan, which is continually improved. This
plan also forms the basis for an annual inspection scheme agreed by the Board of Managing Directors and
submitted to the Chairman of the Supervisory Board for information purposes. The inspections stipulated in this
scheme cover all parts of the bank. Checks on correct working procedures and systems are carried out at fixed
intervals. As far as specific risks and legal requirements, such as provisions relating to the German Money
Laundering Act (Geldwéaschegesetz), are concerned, inspections are carried out at least once per year. The
inspection intervals are fixed in the long-term inspection scheme. This also ensures that each of the bank’s
working procedures is, as a matter of principle, inspected once every three years. In terms of a risk-oriented and
process-specific inspection, the audit mainly focuses on the bank’s structura! and procedural organization risk
management and controlling mechanisms and the internal monitoring system for all working procedures within
Essen Hyp.

The early recognition and limitation of all currently measurable and qualifiable

operational risks constitute the main tasks of the Internal Audit Department. Qur EDP Audit, which is integrated
in the Internal Audit Department, is primarily charged with all issues relating to electronic data processing, such
as the maintenance of the safety and consistency of our electronic files by controlling the granting of licenses to
access the system, and by limiting the number of users.

The findings of each inspection are recorded in an audit report. These reports are made available to the relevant
departments, the Board of Managing Directors and the external auditors.

Future prospects

Due to regulatory as well as Group-internal requirements, the importance of risk management is set to further
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increase in the future. The Minimum Requirements for Trading Activities (MaH) and the Minimum Requirements
for Lending Operations (MaK), together with the Basel II requirements, play a key role in our risk management
activities. Equal importance is attached to the further development of our organizational structures and
procedures. In the coming years, the further development and sophistication of our risk management system
will, as before, focus on ensuring an adequate, e.g. transparent, capital allocation for all existing, recognizable
and potential operational risks in the framework of the implementation of the recommendations of the Basel
Committee on Banking Supervision.
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RISK Management

Value at risk

Date Utilization in % Annual average utilization in
%
31/10/2004 80.6 72.2
30/09/2004 83.2 72.2
31/08/2004 75.3 72.2
31/07/2004 75.5 72.2
30/06/2004 83.0 72.2
31/05/2004 62.0 72.2
30/04/2004 79.5 72.2
31/03/2004 55.7 72.2
29/02/2004 60.5 72.2
31/01/2004 76.7 72.2
31/12/2003 59.2 70.4
30/11/2003 69.8 70.4
31/10/2003 91.6 70.4
30/09/2003 85.3 70.4
31/08/2003 79.3 70.4
31/07/2003 45.0 70.4
30/06/2003 60.4 70.4
31/05/2003 67.3 70.4
30/04/2003 71.3 70.4
31/03/2003 73.9 70.4
28/02/2003 67.1 70.4
31/01/2003 67.1 70.4

© Hypothekenbank in Essen AG
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Risk Management

Worst case scenario

Date Utilization in % Annual average utilization in
%
31/10/2004 63.5 48.6
30/09/2004 58.7 48.6
31/08/2004 55.0 48.6
31/07/2004 56.1 48.6
30/06/2004 56.6 48.6
31/05/2004 41.3 48.6
30/04/2004 43.3 48.6
31/03/2004 34.0 48.6
29/02/2004 36.6 48.6
31/01/2004 46.5 48.6
31/12/2003 42.1 54.0
30/11/2003 54.9 54.0
31/10/2003 58.5 54.0
30/09/2003 60.1 54.0
31/08/2003 54.4 54.0
31/07/2003 26.7 54.0
30/06/2003 40.7 54.0
31/05/2003 57.2 54.0
30/04/2003 57.3 54.0
31/03/2003 60.4 54.0
28/02/2003 63.2 54.0
31/01/2003 55.7 54.0
© Hypothekenbank in Essen AG
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Risk Management

Interest rate risk

Essen Hyp not only calculates the value at risk, but also, since the beginning of 2001,
the potential market value loss of the whole portfolio in the case of a general interest
rate rise of 1 basis point (bp) and 100 bp from one business day to another. These
calculations are executed for all maturities, taking into consideration certain predefined
breakpoints ("traffic light system"). Essen Hyp thus complies with the requirements set
out by the German Federal Financial Supervisory Authority (BaFin), which are binding on
all mortgage banks since April 1, 2001. This basis point value, calculated with the help of
the key rate method, may, in the case of an interest rate increase of 100bp, not exceed
a certain limit in proportion to the liable capital pursuant to Section 10 of the German
Banking Act (KWG). This limit is fixed by the German Federal Financial Supervisory
Authority (BaFin).

Date Average utilization
31/10/2004 17.18%
30/09/2004 17.60%
31/08/2004 17.39%
31/07/2004 17.55%
30/06/2004 13.08%
31/05/2004 10.22%
30/04/2004 11.36%
31/03/2004 10.83%
29/02/2004 9.43%
31/01/2004 6.63%
31/12/2003 10.59%
30/11/2003 12.64%
31/10/2003 14.99%

These figures are calculated daily and are reported to the BaFin monthly in arrears. Own
capital is charged at zero percent interest. The transaction that has the longest running
maturity is taken into consideration. Since April 2001 Essen Hyp also makes these
reports available to the rating agencies Moody's, Standard & Poor's and Fitch.

However, the coefficient calculated with the help of this method does not indicate to
what extent the liable capital is already exposed to other credit risks. Nonetheless, with
a total capital ratio of 12.6% (percentage required by law: 8%) and a core capital ratio
of 6.5% (percentage required by law: 4%) as of Oktober 31, 2004, Essen Hyp has "free
capital” as a further security in addition to the limitation of interest rate risks in
accordance with the BaFin stipulations and to the limitation of the interest rate risks
through value at risk calculations.
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RISKR Mdiagcimneni

Grundsatz I - overview

Pursuant to Sections 10 (1) and 10a (1) of the German Banking Act (KWG), Grundsatz I
establishes rules concerning the adequacy of a credit institution's equity capital. Pursuant
to Grundsatz I the ratio of the liable capital of an institution to its risk weighted assets
must not fall below 8% at the close of each business day (Tier II capital ratio), while the
ratio of the core capital of an institution to its risk weighted assets must not fall below

4% at the close of each business day (Tier I capital ratio).

Tier I Tier II
Date Required by law Ratio Required by law Ratio
31/10/2004 4.0 6.5 8.0 12.6
30/09/2004 4.0 6.6 8.0 12.6
31/08/2004 4.0 6.5 8.0 12.5
31/07/2004 4.0 6.5 8.Q 12.3
30/06/2004 4.0 6.3 8.0 12.0
31/05/2004 4.0 6.3 8.0 12.0
30/04/2004 4.0 6.2 8.0 11.9
31/03/2004 4.0 6.0 8.0 11.5
29/02/2004 4.0 5.6 8.0 11.3
31/01/2004 4.0 6.0 8.0 12.1
31/12/2003 4.0 6.2 8.0 12.3
30/11/2003 4.0 6.1 8.0 12.1
31/10/2003 4.0 6.0 8.0 11.9
30/09/2003 4.0 6.1 8.0 12.1
31/08/2003 4.0 6.2 8.0 12.3
31/07/2003 4.0 6.2 8.0 12.2
30/06/2003 4.0 6.2 8.0 12.3
31/05/2003 4.0 6.3 8.0 12.2
30/04/2003 4.0 6.5 8.0 12.6
31/03/2003 4.0 6.5 8.0 12.7
28/02/2003 4.0 6.2 8.0 12.4
31/01/2003 4.0 6.1 8.0 12.2
© Hypothekenbank in Essen AG
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Risk Management

Grundsatz II

Grundsatz II concerns the adequacy of a credit institution's liquidity provision. 1t is
required and sufficent that the liquid assets cover all actual and potential liquidity

outflows over the following twelve months. Since December 1, 2000 German mortgage
banks have to comply with Grundsatz II.

Date Ratio Required by law
31/10/2004 1.22 1.0
30/09/2004 1.30 1.0
31/08/2004 1.31 1.0
31/07/2004 1.21 1.0
30/06/2004 1.29 1.0
31/05/2004 1.90 1.0
30/04/2004 1.60 1.0
31/03/2004 1.16 1.0
29/02/2004 1.70 1.0
31/01/2004 1.64 1.0
31/12/2003 1.21 1.0
30/11/2003 1.53 1.0
31/10/2003 1.65 1.0
30/09/2003 1.15 1.0
31/08/2003 1.45 1.0
31/07/2003 1.36 1.0
30/06/2003 1.35 1.0
31/05/2003 1.19 1.0
30/04/2003 1.16 1.0
31/03/2003 1.55 1.0
28/02/2003 1.28 1.0
31/01/2003 1.14 1.0
© Hypothekenbank in Essen AG
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Breakdown of non-cover assets

by rating

S & P/Moody's/Fitch

31-10.2004

Should the rating agencies come to different rating results, the worst rating is taken

into account.

by rating

AAA / Aaa / AAA
AA+ / Aal / AA+
AA [/ Aa2 / AA
AA- / Aa3 / AA-
A+ /Al / A+
A/A2 /A

A- [ A3/ A-

BBB+ / Baal / BBB+
BBB / Baa2 / BBB
BBB- /Baa3 /BBB-
BB+ / Bal / BB+
BB- / Ba3 /BB-
Without rating *
Total

* - Without rating

National credit institutions

International credit institutions

Other (e.g. financial institutions)

Total

in Euro m in %
109 2.10
3 0.06
19 0.37
1,008 19.44
766 14,78
1,264 24,38
1,890 36.46
0 0.00
0 0.00
0 0.00
0 0.00
0 0.00
125 2,41
5,184 100.00
in Euro m
25
0
100
125

in %
0.48

0
1.93
2.41
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Breakdown of non-cover assets

by borrowers

31.10.2004
by borrowers in Euro m in %
National credit institutions 1,648 31.79
Foreign Governments and municipalities 0 0.00
International credit institutions 3,206 61.84
Other foreign financial institutions (guaranteed by national or 311 6.00
international credit institutions) '
Others 19 0.37
Total 5,184 100.00

© Hypothekenbank in Essen AG
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Breakdown of non-cover assets

by countries

31.10.2004
by countries in Eurom in %
Germany 1,658 31.99
EU member states without Germany
The Netherlands 708 13.66
France 315 6.08
Austria 437 8.43
Great Britain 285 5.50
Iceland 100 1.93
Ireland 135 2.60
Italy 655 12.64
Spain 110 2.12
Finland 50 0.96
Estonia 50 0.96
Hungary 50 0.96
Total EU without Germany 2,895 55.84
Others 631 12.17
Total 5,184 100.00

© Hypothekenbank in Essen AG
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Breakdown of non-cover assets

by risk weighting

31.10.2004
Risk weighting in Euro m in %
0% 109 2.10
10% 300 5.79
20% 4,598 88.70
100% 177 3.41
Total 5,184 100.00

© Hypothekenbank in Essen AG
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Non-cover loans - Breakdown of new [ending commitments

by rating

S & P/Moody's/Fitch 31.10.2004

Should the rating agencies come to different rating results, the worst rating is taken
into account.

by rating in Euro m in %
AAA / Aaa / AAA 100 4.32
AA+ / Aal / AA+ 3 0.13
AA [/ Aa2 / AA 13 0.56
AA-/ Aa3 / AA- 334 14.44
A+ /Al [ A+ ‘ 350 15.13
AfA2/A 437 18.89
A-/ A3/ A- 1,076 46.53
Total 2,313 100.00

© Hypothekenbank in Essen AG
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Non-cover loans - Breakdown of new lending commitments

by borrowers

31.10.2004
by borrowers in Euro m in %
National credit institutions 321 13.88
Foreign Governments and municipalities 0 0.00
International credit institutions 1,967 85.04
Other foreign financial institutions (guaranteed by national or 25 1.08
international credit institutions) ’
Others 0 0.00
Total 2,313 100.00

© Hypothekenbank in Essen AG
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Non-cover loans - Breakdown of new lending commitments

by countries

31.10.2004
by countries in Eurom in %
Germany 321 13.89
EU member states without Germany
The Netherlands 100 4.32
France 150 6.49
Austria 75 3.24
Great Britain 175 7.57
Iceland 25 1.08
Ireland 125 5.40
Italy 480 20.75
Spain 90 3.89
Finland 50 2.16
Estonia 50 2.16
Hungary 50 2.16
Total EU without Germany 1,370 59.22
Others 622 26.89
Total 2,313 100.00

© Hypothekenbank in Essen AG
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Non-cover loans - Breakdown of new lending commitments

by risk weighting

31.10.2004
Risk weighting in Euro m in %
0% 0 0.00
10% , 100 4.32
20% 2,213 95.68
100% 0 0.00
Total 2,313 100.00

© Hypothekenbank in Essen AG
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Investment of availabie funds

Quantitative and qualitative restrictions

Compliance with the self-restrictions regarding the total volume of securities held as
assets and rated below A- or A3

These self-restrictions, which form part of a “gentlemen’s agreement” between the
Association of German Mortgage Banks (VDH) and the Federal Financial Supervisory
Authority (BAFin), stipulate that any and all bonds and unit certificates that are acquired
pursuant to Sections 5(3)(3d) and 5(3)(5) of the German Mortgage Bank Act (HBG) on
the investment of available funds, must have a minimum rating of A3/A- by the rating
agencies Moody’s, Standard & Poor’s and/or Fitch Ratings. In the case of divergent
ratings, the worst rating applies. In addition to this, the total volume of bonds and unit
certificates acquired pursuant to Sections 5(3)(3d) and 5(3)(5) of the German Mortgage
Bank Act (HBG) whose rating is downgraded to a level below the minimum rating of
A3/A- during their term, is limited to one time the liable own capital of Essen Hyp.

Hypothekenbank in Essen AG hereby confirms that it complies with the agreed self-
restrictions regarding the investment of available funds.

in€m
Date Liable own capital Total volume of assets in %
rated below A3 or A-

31.10.2004 1,262 44.0 3.49
30.09.2004 1,251 94.0 7.51
31.08.2004 1,251 94.0 7.51
31.07.2004 1,241 94.0 7.57
30.06.2004 1,241 178.5 14.38
31.05.2004 1,241 180.5 14.54
30.04.2004 1,241 277.5 22.36
31.03.2004 1,241 302.5 24.38
29.02.2004 1,168 305.5 26.16
31.01.2004 1,168 305.5 26.16
31.12.2003 1,168 355.5 30.44
30.11.2003 1,168 375.5 32.15
31.10.2003 1,168 444.0 38.01
30.09.2003 1,167 458.0 39.25
31.08.2003 1,157 462.0 39.93
31.07.2003 1,155 462.0 40.00
30.06.2003 1,155 509.0 44.07
31.05.2003 1,135 465.0 40.97
30.04.2003 1,135 458.5 40.40
31.03.2003 1,135 474.5 41.81
28.02.2003 1,108 476.0 42.96

http://www.essenhyp.com/creditresearch/cr_view.php?id=6
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31.01.2003 1,108 449.5 40.58

©Hypothekenbank in Essen AG
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Derivatives

Counterparty ratings

Nominal amount in Euro m/Remaining

time to maturity

Rating <=1
year

Triple

A 55.0

Double 2,389.7

A

single 3 4349

A

Not

rated 0

Total

in% 1-5years
0.36 522.5
15.44  22,648.1
84.20 83,652.5
0 50.0

15,478.7 100.00

106,873.1 100.00

in% > 5 year

0.49 4,583.2

21.19 17,755.0
78.27 57,943.2

0.05 336.0

in %

5.69

22.02

71.87

0.42

31.10.2004
Total in %
5,160.6 2.54
42,792.8 21.08
154,629.8 76.19
386.0 0.19

80,617.4 100.00 202,969.2 100.00

©Hypothekenbank in Essen AG
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Derivatives

Yield curve distribution

Essen Hyp derivatives portfolio by instruments
Financial derivatives in Euro m / Remaining 31.10.2004
time to maturity

Instruments <= 1 year in % >1-5 in % >5 years in % Total in %
years

fjcvtae;':s“ate 14,268.6  92.19 104,942.5  98.20 78,551.5 97.44 197,762.7 97.44
Swaptions 10.0 0.06 1,028.6 0.96 756.1 0.94 1,794.7 0.88
Other

interest rate 0 0 204.5 0.19 0 0.00 204.5 0.10
derivatives

Currency 1,200.1  7.75 697.5 0.65 1,309.8 1.62  3,207.3 1.58
swaps

Total 15,478.7 100.00 106,873.1 100.00 80,617.4 100.00 202,969.2 100.00

© Hypothekenbank in Essen AG
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Investor reiations

Ratings and Analyses

Ratings

Pfandbriefe
- public-sector
- mortgage

Long-term counterparty rating

Short-term counterparty
rating

Notes issued under the Debt
Issuance Program

- Senior Unsecured Debt

- Subordinated Debt

Commercial Paper Program

Rating Reports
P Standard & Poor's

S&P

AAA
not rated

BBB+
(outlook stable)

A-2

BBB+
BBB

A-2

Moody's

Aal
Aa2

A2
(outlook stable)

P-1

A2
A3

P-1

Rating analysis as of Aug 31, 2004

and ratings as of Aug 01, 2003.

P> Moody's

March 07, 2003.

> Fitch Ratings

obtained from Fitch.

© Hypothekenbank in Essen AG

Fitch Ratings

AAA
AAA

A-
(outlook positive)

F2

not rated
not rated

not rated

Rating analysis as of June 2002 and rating confirmation as of

Extract as of October 25, 2004; the complete report can be

(Acrobat Reader required. Download Acrobat Reader ®)
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Code of Conduct

Outline

In co-operation with its member institutions, the Association of German Mortgage Banks
(VDH) has established a code of conduct for the issuers of Jumbo Pfandbriefe.

This Code of Conduct contains (a) rules of conduct and (b) disclosure requirements, with

which the mortgage banks will voluntarily comply:

a. The rules of conduct nos. 1) to 3), which apply to the issuers of Jumbo

Pfandbriefe, stipulate that

m new issues and increases are to be announced duly in advance in order to
make sure that there is sufficient time for the book-building process;

® new issues and increases are to be marked to the market at all times;

m as a rule, increases are to be launched by the laid down minimum number

of market makers.

b. The rule of conduct no. 4) lays down minimum standards on the information to be
disclosed. This will allow investors to evaluate the quality of cover assets. The
information, which should be updated at least quarterly, is to be published in

suitable electronic media.

Since mid-2001 Essen Hyp has been publishing detailed information about its
cover pools, derivatives and interest rate risks. This information has been
complemented by further details in accordance with the provisions of the Code of

Conduct.

New public-sector lending commitments
New mortgage lending commitments
Public-sector cover pool

Mortgage cover pool

Derivatives

Derivatives serving as cover

Cover pools at market value / development
and stress scenarios

Interest rate risk

Compliance with the self-restrictions
regarding the investment of available funds

Published on our Credit Research sites

X

X X X X X

b

The information listed above is updated at regular intervals and can be viewed in the

individual sections of our Credit Research sites.

©Hypothekenbank in Essen AG
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Mortgage loans

Breakdown of mortgage portfolio
Foreign loans by type of property, country and LTV

Commercial Properties in Euro m 30.08.2004
Purpose of property Country* LTV up of LTV LTV LTV Total in %
to 60%  which 61- 81- >90%
used as 80% 90%
cover

Office and United States 48.0 0.0 1142 23.0 13.6 198.8 15.6

gﬂﬂgmgga“ve Belgium 1.2 1.1 0.0 00 0.0 1.2 0.1

England 451.7 0.0 98.8 39.3 24.9 614.7 48.4

France 82.5 0.1 8.8 1.1 0.0 924 7.3

Canada 18.9 0.0 7.2 0.8 0.0 26.9 2.1

The Netherlands 48.0 15.8 11.1 1.6 0.0 60.7 4.8

Spain 63.0 0.0 21.0 6.8 0.0 90.8 7.1

Factory/workshop The Netheriands 1.3 1.3 0.4 0.1 0.0 1.8 0.1
buildings

Shops England 20.9 0.0 7.1 3.6 11.9 43.5 3.4

Poland 31.2 0.0 10.4 5.2 8.6 55.4 4.4

Hotels and restaurants United States 7.8 0.0 2.6 0.0 0.0 10.4 0.8

France 19.0 0.0 0.0 0.0 0.0 19.0 1.5

Warehouse and France 31.3 0.0 10.4 3.0 4.2 48.9 3.8

exhibition buildings  1he Netherlands 33 0.0 11 05 1.1 60 0.5

Total commercial United States 55.8 0.0 116.8 23.0 13.6 209.2 16.5

properties Belgium 1.2 1.1 00 0.0 00 12 0.1

England 472.6 0.0 1059 429 36.8 658.2 51.8

France 132.8 0.1 19.2 4.1 4.2 160.3 12,6

Canada 18.9 0.0 7.2 0.8 0.0 26.9 2.1

The Netherlands 52.6 17.1 12.6 2.2 1.1 68.5 5.4

Poland 31.2 0.0 10.4 5.2 8.6 55.4 4.4

Spain 63.0 0.0 21.0 6.8 0.0 90.8 7.1

Total 828.1 18.3 293.1 85.0 64.3 1,270.5 100.0

Residential Properties in Euro m 30.09.2004

Purpose of property Country* LTV up of which LTV LTV LTV Total in %

to 60% used as 61-80% 81- >90%
cover 90%

Residential con- United States 22.2 0.0 7.4 2.5 0.7 32.8 61.8

struction for letting  pge|gjym 0.6 0.5 0.0 00 00 06 1.1
purposes

France 10.2 0.0 3.4 1.7 4.4 19.7 37.1

Total residential United States 22.2 0.0 7.4 2.5 0.7 32.8 61.8

properties Belgium 0.6 0.5 0.0 00 00 0.6 1.1

France 10.2 0.0 3.4 1.7 4.4 19.7 37.1

Total 33.0 0.5 10.8 4.2 5.1 53.1 100.0

Total in Euro m 30.08.2004

Mortgage loans Country* LTV up of which LTV LTV LTV Total in %

to 60% used as 61-80% 81-90% >90%
cover
United States 78.0 0.0 124.2 25.5 14.3 242.0 18.3

http://www .essenhyp.com/creditresearch/ml_nca_forloans.html 16.11.2004



Belgium 1.8
England 472.6
France 143.0
Canada 18.9
The Netherlands 52.6
Poland 31.2
Spain 63.0
Total 861.1

1.6
0.0
0.1
0.0
171
0.0
0.0
18.8

0.0 0.0
105.9 42.9
22.6 5.8
7.2 0.8
12.6 2.2
10.4 5.2
21.0 6.8

0.0
36.8
8.6
0.0
1.1
8.6
0.0

1.8
658.2
180.0

26.9
68.5
55.4
90.8

0.1
49.7
13.6

2.0

5.2

4.2

6.9

303.9 89.2 69.4 1,323.6 100.0

*- The figures comprise completely drawn loans and, for loans not yet made available in total, the drawn parts of
the loans. Lending commitments are not taken into account.

© Hypothekenbank in Essen AG
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Mortgage loans

Mortgage cover pool - Derivatives serving as cover

Payables and receivables from derivative transactions which have been included in our

cover pools in order to hedge foreign currency positions serving as cover.

http://www.essenhyp.com/creditresearch/cr_view.php?id=11

in Eurom
Date permvatives Derivatives
31/10/2004 1.17 -0.05
30/09/2004 1.17 -0.03
31/08/2004 1.17 -0.04
31/07/2004 1.17 -0.04
30/06/2004 1.17 -0.05
31/05/2004 1.17 -0.00
30/04/2004 1.17 -0.04
31/03/2004 1.17 -0.03
29/02/2004 1.17 -0.02
31/01/2004 1.17 -0.04
31/12/2003 1.17 -0.04
30/11/2003 1.17 -0.05
31/10/2003 1.17 -0.05
30/09/2003 1.17 -0.04
31/08/2003 1.17 -0.05
31/07/2003 1.17 -0.04
30/06/2003 1.17 -0.02
31/05/2003 1.17 -0.06
30/04/2003 1.17 -0.08
31/03/2003 1.17 -0.13
28/02/2003 1.17 -0.15
31/01/2003 1.17 -0.02
© Hypothekenbank in Essen AG
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Mortgage loans

Breakdown of cover pool
Surplus cover

all amounts in Euro m

Date

31/10/2004
30/09/2004
31/08/2004
31/07/2004
30/06/2004
31/05/2004
30/04/2004
31/03/2004
29/02/2004
31/01/2004
31/12/2003
30/11/2003
31/10/2003
30/09/2003
31/08/2003
31/07/2003
30/06/2003
31/05/2003
30/04/2003
31/03/2003
28/02/2003
31/01/2003

Mortgage
Pfandbriefe
outstanding

4,180.37
3,170.73
3,141.05
3,116.04
3,119.81
3,084.92
2,967.92
2,794.87
2,756.13
2,716.16
2,659.16
2,764.22
2,375.18
2,386.32
2,383.99
2,347.56
2,320.82
2,217.54
2,006.14
1,886.70
1,924.34
1,942.93

cover

4,365.66
3,345.44
3,301.42
3,224.28
3,190.27
3,225.48
3,164.93
3,035.01
2,948.72
2,872.70
2,835.38
2,878.60
2,536.03
2,470.00
2,552.04
2,440.78
2,402.11
2,365.14
2,274.40
2,255.55
2,001.85
2,031.48

Surplus
cover

185.29
174.71
160.37
108.24

70.46
140.56
197.01
240.14
192.59
156.54
176.22
114.38
160.85

83.68
168.05

93.22

81.29
147.60
268.26
368.85

77.51

88.55

in %

4.4
5.5
5.1
3.5
2.3
4.6
6.6
8.6
7.0
5.8
6.6
4.1
6.8
3.5
7.0
4.0
3.5
6.7
13.4
19.6
4.0
4.6

Not yet
serving
as cover*

2,317.65
3,172.49
3,225.50
3,270.80
3,321.02
3,295.01
3,348.58
2,337.70
2,456.84
2,410.48
2,346.31
2,328.72
2,278.99
2,236.18
2,199.87
2,184.85
2,042.90
1,800.84
1,738.59
1,750.23
1,964.20
2,006.30

* For technical reasons (e.g. due to the absence of evidence that the loan is secured by a first
mortgage). The loans are usually included in the cover pool within not more than three months.

© Hypothekenbank in Essen AG
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Mortgage lecans

Breakdown of non-cover assets

Loans with a LTV > 60%

Loans with a LTV exceeding 60% are not eligible to serve as cover for mortgage Pfandbriefe. The
total volume of loans with a LTV > 60% may by law not exceed 20% of total volume of mortgage

loans.

Date in %
31/10/2004 13.85
30/09/2004 13.90
31/08/2004 14.23
31/07/2004 14.82
30/06/2004 15.12
31/05/2004 15.19
30/04/2004 14.86
31/03/2004 15.80
29/02/2004 15.54
31/01/2004 15.01
31/12/2003 14.82
30/11/2003 14.70
31/10/2003 14.33
30/09/2003 14.37
31/08/2003 13.72
31/07/2003 13.29
30/06/2003 13.69
31/05/2003 13.40
30/04/2003 12.44
31/03/2003 12.55
28/02/2003 12.58
31/01/2003 12.68
© Hypothekenbank in Essen AG
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Mortgage loans

Breakdown of new lending commitments
Foreign loans by type of property, country and LTV

Commercial Properties in Eurec m

Mortgage loans Country* LTV of which
up to used as
60% cover

Office and United States 9.5 0.0
adrnipistrative England 20.7 0.0
buildings
Canada 27.0 0.0
The Netherlands 14.3 0.0
Shops England 21.4 0.0
Hotels and restaurants France 28.6 0.0
Total commercial properties United States 9.5 0.0
England 42.1 0.0
Canada 27.0 0.0
The Netherlands 14.3 0.0
France 28.6 0.0
Total 121.5 0.0

Residential Properties in Euro m

LTV
61-80

%
15.5
0.0
9.0
4.2
7.1
0.0
15.5
7.1
9.0
4.2
0.0
35.8

LTV

4.2

4.2
4.2

LTV
61-
80%

19.7
7.1
0.0
9.0
4.2

Purpose of property Country* LTV up of which
to 60% wused as 61-80%
cover
Residential construction for United States 12.6 0.0
letting purposes
Total residential properties  United States 12.6 0.0
Total 12.6 0.0
Total in Eurom
Mortgage loans Country* LTV up of
to which
60% used
as
cover
United States 22.1 0.0
England 42.1 0.0
France 28.6 0.0
Canada 27.0 0.0
The Netherlands 14.3 0.0
Total 134.1 0.0

40.0

LTV
81-90

%
17.3
0.0
4.4
1.9
3.6
0.0
17.3
3.6
4.4
1.9
0.0
27.2

LTV
81-
90%

2.1

2.1
2.1

LTV

LTV
>90

%
10.9
0.0
6.5
0.0
12.5
0.0
10.9
12.5
6.5
0.0
0.0

30.09.2004
Total in %
53.2 248
20.7 9.7
46.9 21.9
20.4 9.5
44.6 20.8
28,6 13.3
53.2 248
65.3 30.5
46.9 21.9
20.4 9.5
28.6 13.3

29.9 214.4 100.0

LTV
>90%

0.7

0.7

30.038.2004

Total

19.6

19.6

in %

100.0

100.0

0.7 19.6 100.0

LTV

81- >90%

90%

19.4
3.6
0.0
4.4
1.9

11.6
12.5
0.0
6.5
0.0

30.09.2004
Total in %
72.8 31.1
65.3 27.9
28.6 122
46.9  20.0
20.4 8.7

29.3 30.6 234.0 100.0

* - The figures comprise completely drawn loans and, for loans not yet made available in total, the drawn parts of

the loans. Lending commitments are not taken into account.
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Bonds & Notes

The German Pfandbrief

During the past 100 years, Pfandbrief investors have never ‘
failed to receive full repayment — a clear proof of the
Pfandbriefs high level of safety. This is just one reason why

Pfandbriefe account for as much as 38% of all fixed income
securities in Germany and have also become more and more

popular with international investors. {;":"3 = )
. TV
In recent years the Pfandbrief market has seen significant = |

changes due to the increasing volume of Pfandbriefe that are
issued in the form of Jumbos and Globals. In autumn 2003 the
Pfandbrief issuers within the Association of German Mortgage
Banks (VDH) agreed upon an amendment of the minimum standards for issuing Jumbo Pfandbriefe.
The new standards envisage a minimum size of €750m for a newly issued Jumbo Pfandbrief,
instead of previously €500m. Further, the issuer must increase the issue size to at least €1bn within
180 calendar days. Moreover, buybacks of Jumbo Pfandbriefe have been included in the minimum
standards and subjected to strict transparency requirements. This requirement safeguards the
status of Jumbo Pfandbriefe as a highly liquid market segment.

The updated minimum standards for the issuance of Jumbo Pfandbriefe enter into force with
immediate effect, the Federal Cartel Office (Bundeskartellamt) having raised no objections.

More detailed information on the new minimum standards for the issuance of Jumbo Pfandbriefe is
available on the website of the Association of German Mortgage Banks.

P Our Treasury Department

> Basic Principles of the German Mortgage Bank Act
P Jumbos / Globals

> Essen Hyp Debt Issuance Program

P Euro Commercial Paper Program

P Bloomberg and Reuters Company Information
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Bonds & Notes

Our Treasury Department

Heads of Treasury Department

b Gunter Pless Head of Treasury
P Heidi Riedel Deputy Head of Treasury
P Raimund Bitter Deputy Head of Treasury

Capital Markets Money Markets
b Oliver Schwarzer P Michael Leineweber
P Heinrich Strack D Monika Rieks

b Ansgar Wittenbrink

D Stefan Zander

Derivatives
> Ulrich Nowak

D Stefan Zander

Research Trading Support Secretarial Support
» Dirk Chlench b Maik Zuidinga [ Elke Joachimiak
Corporate Communications b Martin Hofbauer P Andrea Pehlke
P Dr. Kerstin BUtefiihr P Georg Schluter
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Bonds & Notes

Basic Principles of the German Mortgage Bank Act

The strict requirements of the German Mortgage Bank Act (HBG), in conjunction with
the comprehensive banking supervision exercised by the Federal Financial Supervisory
Authority (BAFin), ensure that German mortgage banks maintain a particularly high
safety standard. The German Mortgage Bank Act stipulates, amongst other things, that:

® the scope of business activities permitted to German mortgage banks is
restricted to the granting of public-sector and mortgage loans;

m loans may only be granted if the securities offered meet the quality standards set
out by law;

®m a match between maturities and interest rates of the lending and funding
business must be ensured at all times.

In addition to this, the German Mortgage Bank Act contains a number of provisions to
ensure the quality of the assets serving as cover for public-sector and mortgage
Pfandbriefe. A key prerequisite for including an asset in the cover pool is, for example,
that the Pfandbrief creditor’s preferential claim must be guaranteed in the event of
bankruptcy. Furthermore, there are provisions that govern the legal structuring of the
cover assets, the composition and management of the cover pool and, for mortgage
Pfandbriefe, the establishment of the lending value.

A mortgage bank must ensure that sufficient cover is available at all times, so that the
principal and interest payments from the loans included in the public-sector and
mortgage cover pools match, or even better, exceed the principal and interest payments
due to the Pfandbrief creditors. All cover assets are held on trust by a trustee who is
appointed by the Federal Financial Supervisory Authority (BAFin). Any disposal of a
cover asset by a mortgage bank requires the trustee’s prior approval.

Experience has shown that the provisions of the German Mortgage Bank Act constitute a
suitable basis for the supervision of the mortgage banks’ business activities.

Amendment of the German Mortgage Bank Act (HBG) as of July 1, 2002

A) A wider range of business activities

Al.) Expansion of mortgage lending activities

Following the amendment of the German Mortgage Bank Act (HBG),
German mortgage banks are now allowed to expand their non-cover
business activities in the area of mortgage lending to the non-European
G7 countries (United States, Canada, Japan). The total velume of these
transactions, plus the total volume of mortgage loans granted to the
Central European full member states of the OECD (i.e. Hungary, Czech
Republic, Slovakia and Poland) is limited to five times the liable own
capital (Section 5 (1) (2b) of the German Mortgage Bank Act), Japan
limited to three times the liable own capital.

A2.) Expansion of public-sector lending activities

Public-sector loans that are eligible for cover may now be extended to
central governments, regional governments and local authorities in
Switzerland, the United States, Canada and Japan. In addition to this,
loans to the central governments of other European full member states of
the QECD (i.e. Poland, the Czech Republic, Slovakia and Hungary) may

http://www.essenhyp.com/bonds/german.finance.html

16.11.2004



now also be funded through the issuance of public-sector Pfandbriefe
(Section 5 (1) (1) (a) and 5 (1) (1) (c) of the German Mortgage Bank
Act).

The previously permitted range of public-sector cover transactions in EU
member states and contracting states to the Agreement of the European
Economic Area (EEA) was also expanded. It is now possible to grant
public-sector loans to non-profit administrative organizations, which are
subordinated to the central governments, regional governments or local
authorities in these countries (Section 5 (1) (1) (d) of the German
Mortgage Bank Act).

B) Inclusion of derivatives in the cover pool

For the first time, the derivative transactions entered into by German
mortgage banks have been put on a legal basis. Pursuant to Section 5 (1)
(4a) of the German Mortgage Bank Act German mortgage banks are now
in principle entitled to enter into derivative transactions. In addition to
this, the mortgage banks have the possibility of including derivatives in
their Pfandbrief cover pools as ordinary cover (Section 6 (6) of the
German Mortgage Bank Act).

An English translation of the German Mortgage Bank Act (HBG) can be retrieved from
the website of the Association of German Mortgage Banks www.hypverband.de.

Back | Search | Glossary |  German website | Print | Sitemap
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Bonds & Notes

Jumbos / Globals and their Increases
Amounts in EUR m Status: 30.09.2004

Security no

257 422
257 487
245-522
257 374
257 298
257 488
257 427
257 412
AOA C5V
257 359
802 308
257 402
AOA 712
AOA Y3F
257 414
169 713
257 424
257 433
257 461

by

500
1.500
750
2.512

1.000
233
500

2.506
250
511

Increases

(o}

>3

11/01
01/03
02/04
05/00

04/03
07/01
05/04
03/00
08/04
03/98

Issuing
volume

1,267
2,500
1,750
3,023

767
2,000
2,000
1,000
2,500
3,017
2,500
1,023
1,000
2,000

767
2,200
2,000
2,000
5,000

Coupon

3,750
3,250
1,750
5,250
6,500
4,250
3,500
4,750

2,75
5,500
2,750
5,250

3,25
3,000
4,750
3,500
4,000
4,250
5,250

Maturity

17/11/04
28/01/05
21/02/05
05/07/05
17/11/05
27/01/06
17/02/06
29/06/06
21/11/06
20/02/07
25/07/07
22/01/08
19/05/08
17/06/08
11/08/08
26/09/08
19/01/09
06/07/09
17/01/11

Issue
Date
10/11/98
04/12/01
13/02/03
17/06/97
02/11/95
28/01/02
11/02/99
22/06/98
21/01/04
13/02/97
14/07/03
15/01/98
18/05/04
10/03/04
04/08/98
17/09/03
11/01/99
11/05/99
15/01/01

Market makers

3/5/6/10/12/15/22
1-3/5/6/11/18/19/25
1/3/5/13/18/24
2/5/6/7/15/18

1-5
1-3/6/7/9/13/18/23/24
1-3/5/6/8/10/12/14-16
1-3/5/6/11-13
1-6/8/13/14/18/24/26
1/4/5/6/8
1-6/13-15/18/25/26
1/2/4/5/7/10
3/15/25/28
1-3/5/6/13-15/18/25-27
1/4/11/13/14/20
1-6/13-15/18/25/26
1-3/5/6/8/10/11/14/20
1-6/10/11/23
1-11/14/15/17/18

Ratings

S&P/Moody's

AAA/Aal
AAA/Aal
AAA/Aa1
AAA/Aal
AAA/Aal
AAA/Aal
AAA/Aal
AAA/Aal
AAA/Aal
AAA/Aal
AAA/Aal
AAA/Aal
AAA/Aa1
AAA/Aal
AAA/Aal
AAA/Aal
AAA/Aal
AAA/AaL
AAA/Aal

1=Commerzbank, 2=HypoVereinsbank, 3=DZ Bank, 4=HSBC, 5=Dresdner Kleinwort Benson, 6=Deutsche Morgan
Grenfell, 7=Salomon Brothers, 8=ABN AMRO Bank, 9=Société Générale, 10=Westdeutsche Landesbank, 11=Goldrr
Sachs, 12=Landesbank Sachsen, 13=Merrill Lynch, 14=Morgan Stanley, 15=CDC Ixis, 16=Bank- gesellschaft Berlir
17=SGZ-Bank, 18=Barclays Bank, 19=Norddeutsche Landesbank, 20=Lehman Brothers, 22=Bayerische Landesbar
=Paribas 24 =Credit Agricole Indosuez, 25=LB Baden-Wirttemberg, 26=CSFB, 27=Citigroup Global Markets Limite
Zweigniederlassung Deutschland, 28=CALYON Corporate and Investment Bank
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Bonds & Notes

Essen Hyp EUR 20,000,000,000 Debt Issuance Program (DIP)

Essen Hyp's €20bn Debt Issuance Program, which was launched on May 28, 1998
increased to €20bn in July 2002, aims to facilitate Essen Hyp’s funding on the
international capital markets.

The main intention of this Program is to provide structured financing transactions.
However, any underlying risk exposure of a structured deal must be hedged against. In
general, the required swap will be entered into with the dealer proposing the
transaction. As a rule, each swap counterparty must have a minimum rating of AA-
(S&P).

Jumbo Pfandbriefe, Global public-sector Pfandbriefe and similar benchmarks are
launched outside the DIP.

The Program allows international fund-raising in almost any currency by means of a
syndicated or non-syndicated, public or private placement. Funding proceeds are
swapped back into EURIBOR. Pursuant to the German Mortgage Bank Act, Essen Hyp as
a mortgage bank is not allowed to run any currency risks.

Maturities under this Progam can reach up to 30 years, depending on the type of
transaction. There is no specific maturity target.

Notes, including public-sector Pfandbriefe, may be issued in bearer or registered form.
Depending on the agreement between issuer and dealer, Notes can be launched as
Fixed Rate Notes, Floating Rate Notes, Indexed Notes, Dual Currency Notes or Zero
Coupon Notes. The minimum volume per drawing is €5m.

Essen Hyp's DIP is listed on the Luxembourg stock exchange. The terms and conditions
of the DIP also provide for a listing of bearer notes (including public-sector Pfandbriefe)
on the Disseldorf stock exchange, or any other stock exchange. Registered Notes
(including public-sector Pfandbriefe) are not listed on any stock exchange.

The following ratings have been assigned to the Notes listed under Essen Hyp’s Debt
Issuance Program:

Standard & Poor's Moody's
Public-sector Pfandbriefe AAA Aal
Senior Unsecured Debt BBB+ A2
Subordinated Debt BBB A3

The Program is governed by German Law.

Our Debt Issuance Program has been arranged by Commerzbank and Merrill Lynch
International. The dealers are ABN AMRO, Barclays Capital, Commerzbank, Goldman
Sachs International, HSBC Trinkaus & Burkhardt, Lehman Brothers, Merrill Lynch
International, Morgan Stanley, Schroder Salomon Smith Barney, Deutsche Bank, UBS
Warburg, Credit Lyonnais and SG Investment Banking. The Program allows for reverse
inquiry. Bids are welcome.

For further information please contact our Treasury Department or look at our latest
Information » Memorandum.

Glnter Pless Stefan Zander

http://www.essenhyp.com/bonds/dip.html
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>enior vice President Tel.: +49 201 8135-353

Global Head of Treasury E-mail: Stefan.Zander@essenhyp.com
Tel.: +49 201 8135-360

E-mail: Guenter.Pless@essenhyp.com

Fax Treasury: +49 201 8135-399
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Bonds & Notes
Essen Hyp EUR 5,000,000,000 Commercial Paper Program

Following the launch of its €5bn Commercial Paper Program in December 1998, Essen
Hyp has been able to issue short-term notes since the beginning of 1999.

Essen Hyp actively uses this Program in order to ensure flexible funding at low cost.

The Program allows drawings in EUR and any other internationally recognized currencies,
as agreed between Essen Hyp and the dealer(s). The Notes that are issued under the
Program must have a maturity of not less than two days. Clearing can be made through
Euro Clear and Clear Stream Banking. In accordance with the existing legal and
regulatory requirements, the maximum maturity in both cases is two years less one day.
The minimum amount of the Notes is €2.5bn. There is no issuance of Definitive Notes
under this Program.

One of the special features of the Program is that it allows for the issuance of

¢ Fixed-Rate Notes or
o Floating Rate Notes or
e Discounted Notes

all of which may be listed on a German stock exchange. The Notes may be deposited with
the European Central Bank as Tier I securities.

Unless otherwise agreed, Floating Rate Notes under the Program have a maturity of at
least six months and a minimum period of three months between two interest payment
dates. Unless otherwise agreed, the EURIBOR is taken as the reference rate.

The Program itself is listed on the official market of the Dlsseldorf stock exchange.
Individual Notes may be listed with official quotations on the Disseldorf stock exchange,
or on any other stock exchange. However, Notes to be listed must have a minimum
maturity of three months.

The Program offers a high degree of flexibility for both the dealer(s) and the issuer.
Further day-to-day dealers are welcome.

Rating: Standard & Poors's: A-2 (Standard & Poor’s)
P-1 (Moody’s)

Arranger: Commerzbank AG
Frequent dealers: Commerzbank AG, Deutsche Bank AG, Société Générale
Day-to-day dealer: Goldman Sachs, London; Barclays, London; Dresdner,

FFM; JP Morgan Chase, London; Lehman Brothers, London

The Program is a supplement to Essen Hyp’s Debt Issuance Program, which was signed in
May 1998 and increased to €20bn in July 2002.

For further information please contact Essen Hyp’s Money Market Desk:

Heidi Riedel
Deputy Head of Treasury
Tel.: +49 201 8135-365

http://www.essenhyp.com/bonds/euro_compap.html]
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E-mail: Heidi.Riedel@essenhyp.com

Fax Treasury: +49 201 8135-399
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Bonds & Notes

Bloomberg / Reuters

Bloomberg

Company description (1008Z GR <Equity> DES <GO>)
Management profile (1008Z GR <Equity> MGMT <GO>)
Company description (1008Z GR HYPO <GO>)

Reuters Dealing

HYES

Back | search | Glossary | German website | print | Sitemap
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Financial Reports

Annual Reports / Interim Reports

On this site you will find all the relevant facts and figures of
the Hypothekenbank in Essen AG. Our annual reports
include, for instance, the balance sheet, the profit and loss
account and the operating result of the corresponding year.
You will also find the management report with much
additional information concerning the general economic
situation, the bank, its work and its projects. For current

information please refer to our Interim Reports of the /
present year. -
b Interim Report as of September 30, 2004 (English version) pdf
b Press Release Interim Report as of September 30, 2004 (English version) pdf
® Annual Report 2003 (English version) pdf
I Press Release Annual Report 2003 (English version) pdf
b Annual Report 2002 (English version) html
P Annual Report 2002 (English version) pdf
P Press Release Annual Report (English version) pdf
> Annual Report 2001 (English version) htmi
> Annual Report 2001 (English version) pdf
> Press Release Annual Report (English version) pdf
> Annual Report 2000
Back | search | Glossary | German website | Print | Sitemap
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Press Release of Hypothekenbank in Essen AG
concerning the Interim Report as of September 30, 2004

Essen Hyp again reports a positive business and earnings development
“Despite the ongoing uncertainty as regards the overall economic development, Essen Hyp
can, once again, report a satisfactory business and earnings performance at the end of the third
quarter of 2004,” said Mr. Hubert Schulte-Kemper, Chairman of the Board of Managing
Directors of Essen Hyp, on the occasion of the presentation of the bank’s Interim Report as of
September 30, 2004. We are confident that our earnings performance at the end of the year
will be in line with our plans and that, by reporting a return on equity after tax of 14%, we
will once again hold the top position amongst the German mortgage banks in terms of

profitability.

Earnings performance

Net interest income grew by €9.6m, or 5.5%, and came to €185.1m compared to €175.5m in
the previous year. “Due to a smaller volume of new lending commitments in international
property financing, our commission income decreased in the period under review. However,
this was more than counterbalanced by the decrease in commission expenses in domestic
property financing,” Mr. Schulte-Kemper reported.

General operating expenses rose €1.9m to €20m (€18.1m). This increase is mainly due to an
increase in personnel expenses following the recruitment of additional staff and higher
expenses for our relationship management activities, including, in particular, our successful
international roadshows. Despite our conservative assessment of all discernible risks, we were

able to slightly reduce our provision for possible loan losses by 2.1% to €42.3m (€43.2m).

Taking all these figures into account, our operating result grew 8.3% to €113.8m compared to
the €105.1m reported in 2003. “Thus, our bank’s earnings performance in the first three

quarters of 2004 is fully in line with our business plan,” Mr, Schulte-Kemper emphasized.

Public-sector lending

“In accordance with our forecast made in the middle of the year, we still believe that intereset
rates will continue to move sideways,” Mr. Schulte-Kemper pointed out regarding interest
rate developments. This is why our main focus in public-sector lending was on spread

management and portfolio optimization. Accordingly, new loans were taken onto our books in



accordance with even stricter earnings and diversification criteria. The total volume of our
new public-sector lending commitments stood at €12.3bn (€11.2bn) at the end of the reporting
period. “Of this figure, €10.2bn (€9.8bn), or 83%, relate to loans that are eligible to serve as

cover for our public-sector Pfandbriefe,” Mr. Schulte-Kemper pointed out.

At €7.6bn (€8bn) loans to German public-sector bodies and institutions governed by public
law account for the majority of the new loans eligible for cover. As before, public borrowing
requirements in Germany are high. Accordingly, new loans to the West German Federal
States totaled €5.5bn, while €1.6bn was granted to the East German Federal States and €0.5bn

to the central government.

“In view of the fundamental legal changes affecting credit institutions governed by public law
as from mid-2005, and, in particular, for the purpose of diversifying the risks inherent in our
public-sector cover pool and our public-sector loan portfolio as a whole, our bank has
increasingly focused on international public-sector lending in recent years,” Mr. Schulte-
Kemper pointed out. It is our objective to further optimize the risk structure of our public-
sector loan portfolio, including our cover pool which currently consists of loans to borrowers
in the European Union and North America. For this purpose we have established an
International Asset Management Desk in our Treasury Department whose responsibility will
be to further promote our public-sector lending activities on the international markets. This
market segment is of major importance to us, given that loans granted to domestic credit
institutions governed by public law will no longer be eligible for cover in the medium and

long term.

Due to legal restrictions we are currently not in a position to include in our cover pool all
international loans on our books. Loans granted to international borrowers may only account
for as little as 10% of the public-sector cover pool. The only exception to this rule are loans
granted to certain countries, such as France, Luxembourg and Spain. This is why we would
expressly welcome the cancellation of the 10% limit for loans granted to borrowers in the

European Union following the abolition of the specialist bank principle.

At €2.6bn (€1.7bn), the bank basically made full use of the permissible volume of new loans

to international borrowers.

“We took securities that are not eligible to serve as cover totaling €2.1bn (€1.4bn), or 17% of
the total loan volume, onto our books. Of this figure, €0.3bn (€0.2bn) relate to domestic

borrowers, while €1.8bn (€1.2bn) relate to loans granted to borrowers outside Germany,



mostly to borrowers in Italy, the United Kingdom, Ireland, France, Spain and the United

States,” Mr. Schulte-Kemper reported.

Property financing

By the end of the period under review we have closely approached last year’s excellent
performance in our second core segment, which is national and international property
financing. As of September 30, 2004 the total volume of new lending commitments stood at
€1.8bn against €1.9bn in the previous year. Of this figure, €1.6bn relate to loans granted
within Germany. “The total volume of residential loans stood at €1.4bn, including the
acquisition of a €0.9bn loan portfolio, which was already mentioned in our last interim
report,” Mr. Schulte-Kemper explained. In order to further promote the small residential loan
segment, we launched a €150m special loan program for owner-occupied apartments and
houses in October, which is characterized by attractive loan conditions. These loans are
granted in cooperation with the Commerzbank AG, through which we generated new lending
commitments totaling €0.4bn in the period under review. The total volume of new

commercial loans extended within Germany came to €0.2bn (€0.2bn) in the same period.

Turning to international property financing, new lending commitments in our target markets
came to €0.2bn against the exceptional €0.8bn reported in the previous year. The main focus

was on commercial loans granted in the United States, Canada and the United Kingdom.

The bank’s funding and balance sheet total

In the first three quarters of 2004 we issued Pfandbriefe, our main funding instrument,
totaling €12.6bn (€15.4bn) in a particularly favorable market environment. Of this figure, new
public-sector Jumbo Pfandbriefe account for €5bn, while €1.3bn relate to the increase of
larger-volume bonds. The total volume of mortgage Pfandbriefe issued stood at €0.9bn
(E1bn).

In addition to this we placed unsecured bonds totaling €8.7bn (€12bn). The funds raised were
used, for instance, to refinance mortgage loans granted in North America, which are not
eligible for cover, as well as other loans prior to their inclusion in the cover pool. Most of
these bonds were placed via our Debt Issuance Program or, for shorter maturities, our

Commercial Paper Program.



“We plan to launch a further €2bn public-sector Jumbo Pfandbrief in November,” Mr.
Schulte-Kemper announced. In accordance with the plans for our balance sheet total, this
Jumbo will be the last large-volume issue in 2004. Shortly after the end of the reporting
period we commenced the marketing of this Jumbo Pfandbrief with a roadshow to the Middle

East and India.

As of September 30, 2004 our balance sheet total stood at €78.4bn against €74.2bn as at year-
end 2003.



Key business figures of Hypothekenbank in Essen AG as of September 30, 2004

Sep 30, 2004 Sep 30,2003 |[Change
in€m in€m

New lending commitments
Public-sector loans and securities issued
by other borrowers 12,374.0 11,234.6 10.1%
Mortgage loans 1,820.9 1,907.6 -4.5%
The bank’s funding
Pfandbriefe 12,622.4 15,423.6 -18.2%
Other bonds and notes 8,728.4 12,039.3 -27.5%
Profit and loss account
Net interest and commission income 178.2 167.1 6.6%
General operating expenses 20.0 18.1 10.5%
Balance of other operating income and
expenses -2.1 -0.7 200.0%
Operating result before provision for
possible loan losses 156.1 148.3 5.3%
Provision for possible loan losses -42.3 -43.2 -2.1%
Operating result 113.8 105.1 8.3%

Sep 30,2004 | Dec 31,2003 Change

in € m in€m

Figures from the balance sheet
Balance sheet total 78,381.9 74,188.1 5.7%
Claims
Mortgage loans 7,213.0 5,822.4 23.9%
Public-sector loans 33,106.9 34,763.8 -4.8%
Securities issued by other borrowers 30,561.4 25,147.8 21.5%
Liabilities
Mortgage Pfandbriefe 3,235.5 2,702.8 19.7%
Public-sector Pfandbriefe 52,893.6 51,477.0 2.8%
Capital structure
Subscribed capital 269.3 219.3 22.8%
Reserves 384.6 364.6 5.5%
Profit-sharing certificates 319.0 324.1 -1.6%
Subordinated liabilities 344.7 347.7 -0.9%
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International Property Financing

Europe and North America

Whether office buildings or shopping malls - real estate
financing has become a global business. Major first-class
projects can only be put into practice at a profit if
matching lenders are found on the international capital
markets. Investors, developers and real estate
companies look for banking partners who are familiar
with the highly complex real estate business. Developing
successful strategies that ensure maximum planning
security requires the expertise of specialists. And these
specialists are at your disposal at Hypothekenbank in
Essen AG (Essen Hyp) - because our real estate markets
are global.

Bringing in their knowledge of the individual countries
and real estate market segments, our experts from
various departments will, together with you, work out a
tailored and innovative financing structure for your
project - for existing properties and future investments
alike. Available options include loan volumes from ten
million euros (or the equivalent amount in foreign
currencies) to several hundred million euros, terms of up
to 10 years or more, fixed or floating interest rates.
Essen Hyp participates in loan syndicates, but is also
prepared to act as a stand-alone lender. We will
accompany your project right from the start. Further to
our expertise, we offer you a committed team and
competitive loan terms: as a mortgage bank, Essen Hyp
is entitled to issue Pfandbriefe and thus benefits from
excellent funding opportunities.

Your partner for international real estate
projects.

In addition to mortgage lending in Germany, our core
activity is the granting of loans on the West European
and North American real estate markets, mainly
concentrating on Great Britain, France, Belgium, the
Netherlands, Spain, Switzerland, the United States and
Canada. Essen Hyp is thus active on the world’s most
important real estate markets.

We are particularly interested in properties that benefit
from a good location in major West European and North
American cities. By providing the necessary funds and
developing loan structures that are tailored to the
borrowers’ specific requirements, we make an active
contribution to the successful realization of each
individual transaction. In addition to this, we are also
prepared to support regional real estate projects.

Capable of dealing with selected projects.
The properties that interest us most are office buildings,

http://www.essenhyp.com/in_real_es_pr/content.html

Download Brochure (PDF)
"In the Spotlight:
International Real Estate
Projects”

Morrison Street, Edinburgh,
Scotland

"The Exchange" is an up-and-
coming office district in the
center of Edinburgh. Essen
Hyp participates in the
financing of a state-of-the-art
administrative building with a
total office area of 50,000
sgm. The project was
completed in 2001.

This office building in whose
financing Essen Hyp is
involved is located south
west of the city center of
Paris. It was completed in
2001 and offers a total floor
area of 45,151 sgqm.

16.11.2004



logistics centers, shopping malls (provided that they are
located in the catchment area of major cities and benefit
from low vacancy rates) and multi-tenant residential
properties. A particular focus is on existing properties
that are fully let under long-term leases and to tenants
of good standing. Our customers include leading national
investors as well as well-known international borrowers
who are active on international, national or regional real
estate markets.

Europe and North America
Borrower-specific financing structures
Specialist knowledge

Your contact partners

Download brochure: "In the spotlight...”
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International Property Financing

Borrower-specific financing structures

Borrower-specific financing structures.

Essen Hyp’s international mortgage lending activities are
bundled at our International Property Financing Desk.
Our committed and efficient team will advice you of all
relevant facts and decisions within a short period of time,
so that you can put your plans into practice without
delay. A basic decision will be made within a few days
after receiving an enquiry for a loan. Having obtained
and reviewed all documents needed for decision-making,
we will issue an irrevocabie lending commitment within a
period of time agreed with you. The entire financing
transaction - from counseling via loan commitment and
disbursement to full redemption - will be accompanied
by one particular internal expert who is familiar with all
project-specific requirements and will always be at your
disposal.

We are currently expanding our network of international
representative offices so that you can additionally benefit
from local contact partners. Establishing and maintaining
fruitful and long-lasting customer relations always is the
main objective of our efforts.

Download Brochure (PDF)
"In the Spotlight:
International Real Estate
Projects"”

City Point, London

With 37 floors, the City Point
Tower is the second highest
building in the City of
London, benefiting from an
excellent location. Essen Hyp
participates as a syndicate
partner in the financing of
this property which was
reopened in 1998. The
building offers a total office
area of 54,000 sgm, retail
units totaling 4,700 sgm and
storage space of 8,200 sgm.

Built in 1996, this office
building is iocated on the
northern edge of the City of
London. Essen Hyp arranged
the financing of an effective
floor area totaling 42,500
sgm, with offices accounting

for 39,800 sgm of this figure.
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International Property Financing

Specialist knowledge

Quality is the key to success.

We see our task in providing you with specialist
knowledge to ensure the long-term success of your
project. Our credit decision is based on the in-depth
analysis and evaluation of all risks that are inherent in a
transaction. Important factors to be looked at are the
state of the property, location, investment profitability
and tenant credit quality. Each property to be financed is
appraised by our internal appraisers or by external
specialists who are based in the region concerned and
have to give evidence of their qualification and their
experience with regard to the respective property type.
The gquestion as to whether a property can be used for
multiple purposes and the cash flows from rental income
are the most important parameters in our project
analyses. We are only prepared to accept a loan
transaction if our analysis comes to the conclusion that
the project meets our high requirements for profitability
and safety and that the risks are calculable over the long
term.

The standard securities we require for providing a loan
include a first-ranking mortgage over the property, the
assignment of rental income and insurance proceeds
and, in certain cases, additional securities to be agreed
individually.

Download Brochure (PDF)
"In the Spotlight:
International Real Estate
Projects"

Sun Trust International
Center, Miami

This 31-floor property in
whose financing Essen Hyp
participates as a syndicate
partner is located in'the heart
of downtown Miami and
offers a total office area of
38,900 sqm.

In Central London, a few
steps from the famous
Covent Garden, Essen Hyp
participates as a syndicate
partner in the financing of an
office building (total office
area of 18,000 sqm), which
will be fully restored by 2003.
All offices will allow a flexible
room shaping and design,
thus meeting the needs of
first-class companies with
specific requirements.
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International Property Financing

Your contact partners

Hergen Dieckmann has been working in the national
- and later also international - lending business for
several years, including the management of a number of
real estate projects. As Relationship Manager, he
maintains close contact with investors and banks. The
permanent observation of the national and international
real estate markets, a key prerequisite for qualified
research, is also part of his responsibilities.

Thomas Link has been working as an attorney in the
international real estate business for several years.
Based on this expertise, he is tasked with the systematic
project analysis and smooth handling of transactions. As
Relationship Manager, he maintains close contact with
customers and partners, as well as with external lawyers
and appraisers. In order to ensure a functioning workflow
he acts as the intermediary between all parties involved
in the loan process.

Rainer Polenz has been living and working in London
for more than 20 years. In his function as the Head of
Department of a German bank, he gained a deep
understanding of the UK real estate market. Mr. Polenz
now heads Essen Hyp’s UK representative office. He is in
charge with customer relations and product marketing,
establishing and maintaining close contacts with the
national and international banks that are active on the
UK real estate market. In addition, he monitors the
development of the projects in which Essen Hyp is
involved.

Assem Ei Aiami worked as an attorney in Berlin before
being employed as an in-house counsel by a German
mortgage bank. He made a substantial contribution to
the setting up of the bank’s international financing
business. Having been appointed head of the bank’s
representative office in Paris, he assumed responsibility
for real estate financing in France and Spain. Now with
Essen Hyp, he heads our bank’s representative office and
is our specialist for the French real estate market.

Download Brochure (PDF)
"In the Spotlight:
International Real Estate
Projects”

P Hergen Dieckmann

N
> Thomas Link

> Assem El Alami
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Career

Unsolicited Applications

Unsolicited applications are very welcome and receive our prompt attention. If you are

interested in working with Hypothekenbank in Essen AG, please complete the following
application form. This will help us to gain a first impression of your skills so that we can
assess whether they fit in with our requirements.

Application for: I_ L j

Departments/Activities I Treasury I~} Accounting and Taxes
i Property Financing ] Controlling
[ Property Management ] EDP, IT
I"1 Public I} Personnel Department
Relations/Marketing [ Legal Department

[ Corporate Management [ Support Office of the

[J settlements Board of Managing Directors

[} secretariat of the Board
of Managing Directors

Availability: |n e

Surname: | !
urname: —

First name: L‘-_, - o J

Street: I_» L -,_,_J

Postal code / ZIP code IN '

Town: I e
Country: L_*” !
Telephone: L‘ !
Fax: | ’
E-mail: l@ '
Skills/Professional i’
experience |
|
|
L
Resume: :!
_vJ‘

iru‘—S'iermit ] ‘ Reset

http://www .essenhyp.com/career/content.html

16.11.2004
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Qualification and Training

Interview with Marita Kraft, Vice President and Head of the Personnel
Department, on the bank’s comprehensive training program

What are the particular characteristics of the training program that
Hypothekenbank in Essen AG offers to its employees?

In the past we made frequent use of external training programs and seminars in order
to improve the qualification of our employees. However, we realized that, in many
cases, only a small portion of the huge amount of information provided in the
framework of these programs is actually relevant to our bank’s business activities. This
is why we have decided to focus on in-house seminars that are either tailored to a
homogenous group of employees and their specific job requirements or address our
executive staff in general and cover multidisciplinary issues. These seminars are held by
experts from international training academies, from university or from within our own
institution. The quality of our training program will be certified by means of an
internationally acknowledged certificate.

Could you please give an example?

The series of lectures within our ‘Essen Hyp University’ program deals with issues that
are particularly important for our bank, such as risk controlling, corporate management,
property financing or international accounting. There will be a total of 24 lectures, held
every two weeks. These lectures are designed for and attended by our executive staff,
junior executives and skilled employees, i.e. 50% of our total number of staff. A
characteristic of this training program is that the Ruhr Graduate School, an academy for
further education within the University of Essen, analyzes and certifies the academic
relevance of each lecture. At the same time, this academy provides us with university
lecturers. The employees who attend these lectures will be awarded a certificate issued
by the University of Essen.

Why does Essen Hyp make such efforts to promote the further training of its
employees?

Our comprehensive offer basically has three objectives: the transfer of knowiedge,
multidisciplinary thinking and action and the development of personal skills. By
organizing this training program, we wish to promote corporate thinking, expertise that
goes beyond one particular workplace, and the personal skills of our employees. The
key guestion with regard to a certain task will no longer be: *Who is responsible for
this?” but rather: “Who can do it in the best, quickest and most efficient way?”

Does this also include language training?

Yes, definitely. For an internationally operating bank, it is essential that an employee
answering the phone is able to ‘do his job’ in English. This is why more than 90 of our
employees, i.e. nearly 70% of our total number of staff, have been attending on-the-job
conversation courses for years. We have recruited a native speaker of English who
basically ‘visits” his customers, i.e. our employees, at their workplaces and trains their
language skills by dealing with job-related issues and questions. Since August 2001 we
have also been offering French classes, albeit to a much more limited number of staff,

Can you say something about the acceptance of these measures by your

http://www .essenhyp.com/en/qualification_and_training.html 16.11.2004



employees?

I can only look at this question by pointing to the ‘half life period’ of our knowledge. Of
course, all these training measures are optional offers to our employees, which they can
accept or refuse. However, the great willingness to accept these offers - the high
number of participants is a clear sign of this — and the predominantly very good final
results show that our employees agree with the aim of these measures, i.e. to ensure
their own - and therefore our bank’s - future competitiveness. The employees’
investment in this respect is their spare time, as the majority of these training measures
take place after regular working hours or during the week-ends, without any
compensation through time off.

Back © Hypothekenbank in Essen AG Print

http://www.essenhyp.com/en/qualification_and_training.html
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About Us

Success needs far-sightedness

Success needs far-sightedness - guided by this motto,
Hypothekenbank in Essen AG, which was founded in
1987, has become one of the leading mortgage banks in
Germany within just one decade. The bank's business
activities basically rest on two pillars: the granting of
public-sector and mortgage loans. Our mortgage lending
activities range from the extension of retail loans to
finance detached or semi-detached houses or owned flats
in Germany to the financing of large commercial
properties on the domestic market, as well as abroad. To
refinance these lending activities Essen Hyp is active on
the national and international capital markets. In this
context, one of our key objectives is to increase the
popularity of our most important funding instrument, the
Pfandbrief, with national and international investors. The
fact that we have been awarded excellent ratings from
the three leading rating agencies is just one proof of the
quality of our work. Essen Hyp's most important
shareholder is the Commerzbank AG.

You can find more detailed information on our bank, its
management and its business activities on the following
pages. Should you have any further questions please feel
free to contact us and we will be happy to provide you
with any information you require.

P 10 successful years in retrospect

P Board of Managing Directors

> Executive Vice Presidents

> Trustees

P Supervisory Board

P Advisory Council

P Our Branches and Offices

P Imprint

P Hypothekenbank in Essen AG - Fifteen years

P> Commerzbank - Our Major Shareholder (external Link)
> Verband deutscher Hypothekenbanken (external Link)

(Association of German Mortgage Banks)
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About Us

Board of Managing Directors

Board of Managing Directors

Hubert Schulte-Kemper, Marl, Chairman
Michael Fréhner, Dortmund
Harald Pohl, Oberhausen
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About Us

Executive Vice Presidents

Executive Vice Presidents

Hans-Jdrgen Kréncke, Haltern
Norbert Boddenberg, Essen

Back | Search | Glossary | German website |  Print | Sitemap
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About Us

Trustees

Trustees

Dieter Eberle, Lawyer, Essen

Dr. rer. pol. Thomas Geer, Essen (since Oct 16, 2001) Deputy
Dr. Johannes Werner Schmidt, Essen (since Nov 1, 1998) Deputy
Rolf Dahlmann, Essen {since April 1, 2004) Deputy

Back | search | Glossary | German website | Print | Sitemap
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About Us

Supervisory Board

Supervisory Board

Andreas de Maiziere

Chairman (since March 18, 2004);
Member of the Board of Managing
Directors, Commerzbank AG,
Frankfurt/Main

Berta Schuppli
Deputy Chairman, Wiesbaden

Ute Gibbels
Hypothekenbank in Essen AG, Essen

Dr. Eric Strutz

Member of the Board of Managing
Directors, Commaerzbank AG,
Frankfurt/Main

Dr. Axel Frhr. v. Ruedorffer
Chairman (until March 18, 2004);

Member of the Central Advisory Board,

Commerzbank AG,
Frankfurt/Main

Dieter Disse
Hypothekenbank in Essen AG, Essen

Dr. Renate Krimmer

(since March 18, 2004)

Executive Vice President

Group Strategy and Controlling,
Commerzbank AG, Frankfurt/Main

Back | Search | Glossary
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About Us

Advisory Council

Advisory Council

Dr. Axel Frhr. v. Ruedorffer

Chairman (since March 18, 2004);
Member of the Central Advisory Board,
Commerzbank AG ,

Frankfurt/Main

Harold Hérauf

Member of the Supervisory Board
HSBC Trinkaus & Burkhardt KGaA,
Dulsseldorf

Prof. em. Dr. Paul Klemmer,
President of the Verband fir
Wohnungswesen, Stadtebau und
Raumordnung e.V., Berlin

Hermann Marth
Chairman of the Board of Managing
Directors, RAG Immobilien AG, Essen

Dr. Udo Scheffel
Chairman of the Executive Board,
Bayerische Immobilien AG, Munich

Priv. Doz. Dr. UIf R, Siebel
Lawyer, Frankfurt/Main

Dr. Friedel Abel

Chairman of the Board of Managing
Directors, Hochtief Construction AG,
Essen

Dr. Hans-Joachim Jacob
Auditor, Darmstadt

Uwe Kruschinski

Member of the Board of Managing
Directors, Bankgeselischaft Berlin AG,
Berlin

Klaus Pohl

General Manager of the Treuhandstelle
fiir Wohnungsunternehmen in Bayern
GmbH, Munich

Dr. Wolfgang Schuppli
Lawyer, Wiesbaden
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About Us

Our Branches and Offices

Head Office

Essen
Gildehofstr. 1
D-45127 Essen
Postfach 10 18 61
D-45018 Essen

Registered under
HRB Essen No. 7083

Lending Offices

Berlin

Jagerstrafe 58

D-10117 Berlin

Tel.: +49 30 81 45 07-10
Fax: +49 30 81 45 07-29
berlin@essenhyp.com

Frankfurt

Westendstr. 19
D-60325 Frankfurt

Tel.: +49 69 17 20 65
frankfurt@essenhyp.com

Representative Offices

Brussels

Rue de I'Amazone 2
Amazonestraat 2
Bruxelles B-1050 Brussel
Tel.; #3225 34 9595
Fax: +32 25 34 96 96
bruessel@essenhyp.com

Paris

9, avenue de Friedland
75008 Paris

France

Tel.: +33 142 2525 30
Fax: +33 142 25 25 39
paris@essenhyp.com

Tel.: +49 2 01 81 35-0
Fax: +49 2 01 81 35-2 00
Fax Treasury:

+49 2 01 81 35-399

E-mail: info@essenhyp.com
Internet: www.essenhyp.com

Munich

Romanstr. 43

D-80639 Munich

Tel.: +49 89 29 16 17 52
Fax: +49 89 29 16 17 54
muenchen@essenhyp.com

Hamburg

Fleethof- Stadthausbricke 1
D-20355 Hamburg

Tel.: +49 40 32 52 43-00
Fax: +49 40 32 52 43-29
hamburg@essenhyp.com

London

Commerzbank House

23 Austin Friars

London EC2N 2NB

Great Britain

Tel.: 00 44 20 76 38 09 52
Fax: 00 44 20 76 38 09 53
london@essenhyp.com

New York

375 Park Avenue

26th Floor, Suite 2603
New York, NY 10152
USA

Tel.: +1/212/750 8855
Fax: +1/212/750 8555
newyork@essenhyp.com

Back | search |
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About Us

Imprint

Hypothekenbank in Essen Aktiengesellschaft is a
stock corporation (Aktiengesellschaft) under German
law. The bank has its registered office in

~ Essen/Germany and is incorporated in the German
Register of Companies (Handelsregister) under HRB
No. 7083. The bank and its business activities are
subject to the supervision of the Federal Financial
Supervisory Authority (BAFin).

Pursuant to Section 27 (a) of the German Value
Added Tax Act (UStG) and Article 22 (1) of the Sixth
Council Directive 77/388/EEC of May 17, 1977 on the
harmonization of the laws of the Member States
relating to turnover taxes, the VAT identification
number of Hypothekenbank in Essen AG is DE
119654158.

The server for these sites is located in
Essen/Germany.

Hypothekenbank in Essen Aktiengeselischaft
GildehofstraBe 1

45127 Essen / Germany

Tel.: +49 201 8135-0

Fax: +49 201 8135-200

P E-mail: info@essenhyp.com

Public Relations
Tel.: +49 201 8135-495
Fax: +49 201 8135-469

Support Office of the Board of Managing
Directors

Tel.: +49 201 8135-391

Fax: +49 201 8135-200

Board of Managing Directors
Hubert Schulte-Kemper

Michael Fréhner

Harald Pohl

We have tasked prompter AG,

Binger StraBe 14-16, 55122 Mainz/Germany,

with the credit servicing process, i.e. the granting and
management of loans and the administration of the
securities that relate to these loans.

For this purpose, we have authorized and empowered
prompter AG to carry out any task relating to credit
servicing on our behalf, even prior to loan approval.
This authorization includes, in particular, the

http://www.essenhyp.com/about/imprint.html 16.11.2004



correspondence with notaries public, land registries,
authorities and credit institutions, as well as the
issuing of declarations in conjunction with our claims,
legal charges and other securities.

Since July 2003 the STATER Deutschland GmbH & Co
KG, Hochkreuzallee 1, 53175 Bonn, is also
responsible for the credit service, i.e. the
administration of loans.

This website has been designed by:

vE & K Werbeagentur GmbH & Co. KG
Herthastr. 7

45131 Essen / Germany

Tel.: +49 201 43772-0

Fax: +49 201 43772-30
P E-mail: info@ve-k.de
b Internet: www.ve-k.de
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Hypothekenbank in Essen AG - Fifteen years

Introduction

Hubert Schulte-Kemper
Chairman of the Board
of Managing Directors

Those who trust in themselves have
future! This was our conviction when fc
Hypothekenbank in Essen AG in 1987 -
and ali skeptics, and despite the fact th.
mortgage bank to be founded dated back as many as 26 years. We took the pro
challenges which needed to be overcome. The belief in a good idea has always b
driving force.

Hard work is the key to success. However, it goes without saying that a bank
top results when standing alone. What has been - and will be - decisive is to finc
partners who have the courage to explore new shores and who trust in our work
like to thank you very much for your commitment, which has been a key factor i
success. It was not least due to your support that we have become the second |
Jumbos and Globals in Germany and succeeded in capturing a market share of a
the past 15 years.

Striving for success is important, but it is even more important never to f¢
come from. To be aware of one's origins helps to release the necessary energy

setting positive examples. This is why our identification with, and close connectit
have always been an integral part of our self-conception. We are a long-standing
"Initiativkreis Ruhrgebiet", a working group aiming at promoting the Ruhr area,

and participated in a number of major events. In addition to this, Essen Hyp reg
expositions and round table discussions on science and culture.

As a part of these activities we had the pleasure of welcoming a number of illust
and partners to the premises of our bank. For more than one and a half decades
established and cultivated contacts all over the world.

Even though we were right from the beginning confident that we would pu
bank into practice, the success of the project by far exceeded our expecta
Hyp enjoys an excellent standing on the global Pfandbrief markets. Trusting in o
our courage to realize new ideas, we face the future with confidence. We look fo
future together with you.

Helod Sebleflom iy

Hubert Schulte-Kemper

http://www.essenhyp.com/about/15_years/introduction.html 16.11.2004
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Contact

Chairman of the Board of
Managing Directors
Hubert Schulte-Kemper

Secretariat:
Tel.: +49 201 8135-301
Tel.: +49 201 8135-302

Treasury

Secretariat:
Tel.: +49 201 8135-361
Tel.: +49 201 8135-362

ﬂ

Corporate Management

Secretariat;
Tel.: +49 201 8135-361

Member of the Board of
Managing Directors
Michael Frohner

Secretariat:
Tel.: +49 201 8135-311

H

Property Finance-
Marketing

Secretariat:
Tel.: +49 201 8135-451

|

Legal Department

Secretariat:
Tel.: +49 201 8135-484

Accounting and Taxes

Secretariat:
Tel.: +49 201 8135-601

Member of the Board of
Managing Directors
Harald Pohl

Secretariat:
Tel.; +49 201 8135-321

Settlements

Secretariat:
Tel.: +49 201 8135-601

Property Finance-
Transaction Management

Secretariat:
Tel.: +49 201 8135-636

Whether criticism, suggestions, wishes or questions - there are lots of reasons to send
us an e-mail. Above all we welcome each response!

P Contact

© Hypothekenbank in Essen AG
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Contact

We welcome your comments ...

]

Input

<

Surname | |

First Name

Company

I
I

Position I f
|

Street I

Town I e -___’:

Postal code / Zip code I _J

Country I ﬁ

E-mail I@ 3

Telephone | j

Fax I “-J

Mailing list O Yes ® No

Which way to reply ? ® E-mail © Tel. © Fax

~ Submit | ' Reset |
© Hypothekenbank in Essen AG
Back | Search | Glossary | German website | Print | Sitemap
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At a glance

Balance sheet total

Subscribed capital and reserves
Profit-sharing certificates
Subordinated liabilities

Claims outstanding

Mortgage loans

Public-sector loans

Securities issued by other borrowers
Other loans/other claims
Liabilities

to banks

to customers

Securitized liabilities

New lending commitments
Mortgage loans

Public-sector loans

Securities issued by other borrowers
Profit and loss account

Net interest income

Net interest and commission income
General operating expenses
Operating result before provision

for possible loan losses

Provision for possible loan losses

Operating result

Sep 30, 2004
n€m

78,382
654
319
345

7,213
33,107
30,561

4,064

14,668
3,847
58,161

Sep 30, 2004
in€m

1,821
3,187
9,187

185.1
178.2
20.0

156.1
-42.3
113.8

Dec 31, 2003
in€m

74,188
584
324
348

5822
34,764
25,148

5,606

12,315
3,818
56,404

Sep 30, 2003

in€m

1,908
5174
6,061

1755
167.1
18.1

148.3
-43.2
1056.1




Interim Report as of Sep 30, 2004

Dear Business Colleagues,

Following the strong expansion at the beginning of 2004, eco-
nomic growth in both the United States and Japan has lost some
of its momentum in the course of the year. Market observers
disagree as to whether the slowdown in the United States, in
particular, is merely a temporary lagging behind of certain
economic indicators or whether it reflects the beginning of an
economic downturn. The Federal Reserve is of the opinion that
the U.S. economy has finally gained ground. Consequently, the
U.S. central bank decided on the third 25 bp interest rate hike

in succession, increasing its federal funds target rate to 1.75% at
the end of the period under review. However, and in contrast to the
standard pattern, these interest rate increases have not triggered
an upward move in capital market yields. On the contrary:
10-year U.S. Treasury notes yielded around 4.1% at the end of
the period under review, which is approximately 60 basis points
below the level they were at at the time of the first interest rate
hike. In September, yields for 10-year U.S. Treasury notes even
temporarily dropped below the 4% mark. This decline in yields
not only reflects falling inflation expectations, but also the
serious doubts of capital market participants as to whether the
optimistic growth outlook of the Federal Reserve will actually
materialize. The concerns of capital market participants increased
even further at the end of September when the price for WTI
crude oil for the first time exceeded USD 50 per barrel.
Economic recovery in the euro area has maintained its momen-
tum in the period under review. Strong demand from non-EU
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countries, in particular, was the engine for economic expansion.
At the same time, however, inflation exceeded the ECB's inflation
target of below, but close to, 2% due to a pick-up in energy prices
and the increase of indirect taxes and administered prices.
Consequently, the European Central Bank took a tougher line

in its September monthly bulletin, pointing, in particular, to
potential second-round effects in wage-setting, which might
become a threat to price stability. Moreover, the ECB projects
that overall economic activity in the third quarter will be sup-
ported by domestic demand and that the conditions for a con-
tinuation of the recovery will remain in place.

However, similar to the United States, the ECB’s optimistic
view failed to have an impact on bond markets. Having been
rather volatile in the period under review, yields of 10-year
Bunds stood at somewhat below 4% at the end of September,
compared to nearly 4.3 % at the beginning of the year. The yield
spread of 10-year Pfandbriefe over Bunds with the same maturity
hovered around 10 basis points in the period under review.

Pubilic-sector lending. In accordance with our forecast made in
the middle of the year, we still believe that interest rates will
continue to move sideways. This is why our main focus in
public-sector lending was on spread management and portfolio
optimization. Accordingly, new loans were put onto our books
in accordance with even stricter earnings and diversification
criteria. The total volume of our new public-sector lending
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tum in the period under review. Strong demand from non-EU




commitments stood at €12.3bn (€11.2bn) at the end of the
reporting period. Of this figure, €10.2bn (€9.8bn), or 83%,
relate to loans that are eligible to serve as cover for our public-
sector Pfandbriefe.

At €7.6bn (€8bn) loans to German public-sector bodies and
institutions governed by public law account for the majority of
the new loans eligible for cover. As before, public borrowing
requirements in Germany are high. Accordingly, new loans to
the West German Federal States totaled €5.5bn, while €1.6bn
was granted to the East German Federal States and €0.5bn to
the central government.

In view of the fundamental legal changes affecting credit
institutions governed by public law as from mid-2003, and, in
particular, for the purpose of diversifying the risks inherent in
our public-sector cover pool and our public-sector loan port-
folio as a whole, our bank has increasingly focused on interna-
tional public-sector lending in recent years. It is our objective
to further optimize the risk structure of our public-sector loan
portfolio, including our cover pool which currently consists of
loans to borrowers in the European Union and North America.
For this purpose we have established an International Asset
Management Desk in our Treasury Department whose respon-
sibility will be to further promote our public-sector lending
activities on the international markets. This market segment is
of major importance to us, given that loans granted to domestic
credit institutions governed by public law will no longer be
eligible for cover in the medium and long term.
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Due to legal restrictions we are currently not in a position to
include in our cover pool all international loans on our books.
Loans granted to international borrowers may only account
for as little as 10% of the public-sector cover pool. The only
exception to this rule are loans granted to certain countries,
such as France, Luxembourg and Spain. This is why we would
expressly welcome the canceltation of the 10% limit for loans
granted to borrowers in the European Union following the
abolition of the specialist bank principle.

At €2.6bn (€1.7bn), the bank basically made full use of the
permissible volume of new loans to international borrowers,
We took securities that are not eligible to serve as cover totaling
€2.1bn (€1.4bn), or 17% of the total loan volume, onto our
books. Of this figure, €0.3bn (€0.2bn) relate to domestic
borrowers, while €1.8bn (€1.2bn) relate to loans granted to
borrowers outside Germany, mostly to borrowers in Italy, the
United Kingdom, lretand, France, Spain and the United States.

Property financing. By the end of the period under review we
have closely approached last year’s excellent performance in
our second core segment, which is national and international
property financing. As of September 30, 2004 the total volume
of new lending commitments stood at € 1.8bn against €1.9bn
in the previous year. Of this figure, € 1.6bn relate to loans
granted within Germany. The total volume of residential loans
stood at € 1.4bn, including the acquisition of a €0.9bn loan
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portfolio, which was already mentioned in our last interim
report. In order to further promote the small residential Joan
segment, we Jaunched a € 150m special loan program for
owner-occupied apartments and houses in October, which is
characterized by attractive loan conditions. These loans are
granted in cooperation with the Commerzbank AG, through
which we generated new lending commitments totaling €0.4bn
in the period under review. The total volume of new commercial
loans extended in Germany came to €0.2bn (€0.2bn) in the
same period.

Turning to international property financing, new lending
commitments on our target markets came to €0.2bn against
the exceptional €0.8bn reported in the previous year. The main
focus was on commercial loans granted in the United States,
Canada and the United Kingdom.

The bank’s funding and balance sheet total. In the first three
quarters of 2004 we issued Pfandbriefe, our main funding
instrument, totaling €12.6bn (€15.4bn) in a particularly
favorable market environment. Of this figure, new public-
sector Jumbo Pfandbriefe account for € 5bn, while €1.3bn
relate to the increase of larger-volume bonds. The total volume
of mortgage Pfandbriefe issued stood at €0.9bn (€ 1bn).

In addition to this we placed unsecured bonds totaling €8.7bn
(€12bn). The funds raised were used to refinance mortgage
loans granted in North America, which are not eligible for
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cover, as well as other loans prior to their inclusion in the cover
pool. Most of these bonds were placed via our Debt Issuance
Program or, for shorter maturities, our Commercial Paper
Program.

We plan to faunch a further €2bn public-sector Jumbo
Pfandbrief in November. In accordance with the plans for our
balance sheet total, this Jumbo will be the last large-volume
issue in 2004, Shortly after the end of the reporting period we
commenced the marketing of this Jumbo Pfandbrief during a
roadshow to the Middle East and India.

As of September 30, 2004 our balance sheet total stood at
€78.4bn (€74.2bn).

Profit and loss account. Net interest income grew by €9.6m,
or 5.5%, and came to € 185.1m compared to €175.5m in the
previous year. Net commission income improved by €1.5m
from €-8.4m in 2003 to €-6.9m. The decrease in commission
income from international property financing, which resulted
from the smaller volume of new lending commitments, was
more than counterbalanced by the decrease in commission
expenses in domestic property financing.

As of September 30, 2004 net interest and commission income
stood at €178.2m, an increase of € 11.1m compared to the
previous year’s figure of €167.1m.

General operating expenses rose €1.9m to €20m (€18.1m).
This increase is mainly due to an increase in personnel expenses
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portfolio, which was already mentioned in our last interim
report. In order to further promote the small residential loan
segment, we launched a € 150m special loan program for
owner-occupied apartments and houses in October, which is
characterized by attractive loan conditions. These loans are
granted in cooperation with the Commerzbank AG, through
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in the period under review. The total volume of new commercial
loans extended in Germany came to €0.2bn (€0.2bn) in the
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and higher expenses for our relationship management activities,
including, in particular, our international roadshows.

The balance of other operating income and expenses came to
€-2.1m (€-0.7m), which is above all due to the revaluation of
properties taken over by the bank to prevent losses and previously
recorded in our current assets.

Despite our conservative assessment of all discernible risks, we
were able to slightly reduce our provision for possible loan losses
by 2.1% to €42.3m (€43.2m).

Taking these figures into account, our operating result grew by
€8.7m, or 8.3%, to €113.8m compared to €105.1m for the
same period in 2003.

Future prospects. We are confident that our earnings perfor-
mance at the end of this year will be in line with our plans and
that, by reporting a return on equity after tax of 14 %, we will
once again hold the top position amongst the German mortgage
banks in terms of profitability.

Essen, October 2004

The Board of Managing Directors
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Figures from the balance sheet

Claims on banks

a) mortgage loans

b) public-sector loans

c) other claims

Claims on customers

a) mortgage loans

b) public-sector loans

c) other claims

Bonds and other fixed income

securities

a) bonds and notes

b) bonds and notes issued by
Hypothekenbank in Essen AG

Liabilities to banks

a) registered mortgage Pfandbriefe issued

b) registered public-sector Pfandbriefe issued

c) other liabilities
Liabilities to customers

a) registered mortgage Pfandbriefe issued

b) registered public-sector Pfandbriefe issued

c) other liabilities

Securitized liabilities

a) mortgage Pfandbriefe issued

b) public-sector Pfandbriefe issued
¢) other bonds and notes
Subordinated liabilities
Profit-sharing certificates

Capital and reserves

a) subscribed capital

b) capital reserve

Sep 30,
2004
in€m

14,053.4

21

:10,809.9

4,041.4
29,4300

7,210.8
22,1€7.0

22,1 .

31,8766
30,561.4

1,815.2

14,667.7
135.2

38473

754.1

2,308.1

785.1
'58,161.0
2,346.2

49,786.2 -

6,028.6
344.7
319.0
653.9
269.3

Balance sheet total

{7&3813

799.3
13,7332

Dec 31,
2003
in€m

17,7701

21

12,172.4
5595.6

28,4225
5,820.3

225914

10.8

250485
25,147.8

800.7
12,3156.0
1416
522.9
11,650.5
3817.7
765.3
1,867.8
1194.6
56,403.9
1,805.9
49,086.3
5,511.7
347.7
324.1
583.9
219.3

384.6 364.6

74,1881




Figures from the balance sheet

Claims on banks

a) mortgage loans

b) public-sector loans

c) other claims

Claims on customers

a) mortgage loans

b) public-sector loans

c) other claims

Bonds and other fixed income

securities

a) bonds and notes

b) bonds and notes issued by
Hypothekenbank in Essen AG

Liabilities to banks

a) registered mortgage Pfandbriefe issued

b) registered public-sector Pfandbriefe issued

c) other liabilities

Liabilities to customers

a) registered mortgage Pfandbriefe issued

b) registered public-sector Pfandbriefe issued

¢) other liabilities

Securitized liabilities

a) mortgage Pfandbriefe issued

b} public-sector Pfandbriefe issued
¢) other bonds and notes
Subordinated liabilities
Profit-sharing certificates

Capital and reserves

a) subscribed capital

b) capital reserve

Sep 30,
2004
in€m

14,9534
2.1
10,9099
4,041.4
129,430.0 '
7,210.9
22,197.0
221

31,876.6
130,561.4

1,315.2
14,667.7
1362
799.3
113,733.2
3,847.3
754.1
2,308.1
785.1
'58161.0
2,346.2

1 49,786.2
6,028.6
344.7
319.0
653.9
269.3
3846

Balance sheet total

Dec 31,
2003
in€m

17,7701

2.1

12,1724
5,505.8

28,4225
5,820.3

22,5914

10.8

2659485
25147.8

800.7
12,315.0
1416
522.9
11,6505
3,817.7
755.3
1,867.8
11946
56,4039
1,805.9
49,086.3
5511.7
347.7
3241
683.9
219.3
364.6

78,381.9 ErEAE1:R)




and higher expenses for our relationship management activities,
including, in particular, our international roadshows.

The balance of other operating income and expenses came to
€-2.1m (£-0.7m), which is above all due to the revaluation of
properties taken over by the bank to prevent losses and previously
recorded in our current assets.

Despite our conservative assessment of all discernible risks, we
were able to slightly reduce our provision for possible loan losses
by 2.1% to €42.3m (€43.2m).

Taking these figures into account, our operating result grew by
€8.7m, or 8.3%, to €113.8m compared to € 105.1m for the
same period in 2003.

Future prospects. We are confident that our earnings perfor-
mance at the end of this year will be in line with our plans and
that, by reporting a return on equity after tax of 14 %, we will
once again hold the top position amongst the German mortgage
banks in terms of profitability.

Essen, October 2004

The Board of Managing Directors




Figures from the profit and loss account

Jan - Jan 1~
- Sep 30,2004 Sep 30, 2003 Change

in€m in€m in %
Interest income from jending and
money market transactions,
fixed income securities and ‘
government-inscribed debt L 22113 . 22262 06
Current income from shares and
other variable-yield securities, partici- ‘
pating interests, trade investments
and holdings in affiliated companies; 41.5 474  -124
Interest paid 2,087.7 2,087.1 -1.4
Net interest income ' 1851 1765 55
Commission received‘ : 2.7 33 -182
Commission paid ‘ ; 9.6 11.7  -17.9
Net commission income -6.9 -84 -17.9
Net interest and commission income | 178.2 167.1 6.6

Wages and salaries 8.2 7.3 12.3
Compulsory social security ‘
contributions 1.7 1.3 30.8

Other administrative expenses, includ-

ing depreciation on tangible assets 10.1 9.5 6.3
General operating expenses 3 20.0 18.1 10.5
Balance of other operating :

income and expenses -2.1 -0.7 2000
Operating result before provision

for possible loan losses i 1561 148.3 53
Provision for possible loan losses - -42.3 -45.4 -6.8

Income from selling securities

treated as assets 0.0 2.2 -100.0
Operating resuit 1138 105.1 m

Average number of staff 138 129
including: part-time staff ‘

and trainees 15 11
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Head Office and Lending Offices

Head Office

Essen

Gildehofstrasse 1

45127 Essen

PO Box 10 18 61

45018 Essen

Germany

Tel.: +4920181 35-0

Fax: +492 01 81 35-200
Internet: www.essenhyp.com

E-mail: info@essenhyp.com

Registered under
HRB (Register of Companies)
Essen No. 7083

Lending Offices

Berlin

Jagerstrasse 58

10117 Berlin

Germany

Tel: +4930814507-10
Fax:+49 30 8145 07-29
E-mail: berlin@essenhyp.com

Frankfurt

Westendstrasse 19

60325 Frankfurt/Main

Germany

Tel.: +4969172065

E-mail: frankfurt@essenhyp.com

Hamburg

Fleethof — Stadthausbriicke 1
20355 Hamburg

Germany

Tel.: +49 40 325243-00

Fax: +49 403252 43-29

E-mail: hamburg@essenhyp.com

Munich

Romanstrasse 43
80639 Munich
Germany

Tel.: +4989 2916 17-52
Fax:+4988 2916 17-54

E-mail: muenchen@essenhyp.com




Representative Offices

Representative Offices

Brussels

Rue de I'Amazone 2
1050 Bruxelles
Belgium

Tel.: +322534 9595
Fax: +32253496 96

E-mail: bruessel@essenhyp.com

London

Commerzbank House
23 Austin Friars

London EC2N 2NB
Great Britain

Tel.: +44 2076 380952
Fax: +44 2076 380953

E-mail: london@essenhyp.com

New York

375 Park Avenue

26" Floor, Suite 2603

New York, NY 10152

USA

Tel.: +12127508855

Fax: 412127508555

E-mail: newyork@essenhyp.com

Paris

9, avenue de Friedland
75008 Paris

France

Tel.: +33 142252530
Fax: +33 1422525839

E-mail: paris@essenhyp.com

13
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Chairman
of the Supervisory Board

Andreas de Maiziére
(since March 18, 2004)

Member of the Board of Managing
Directors of Commerzbank AG,
Frankfurt/Main

Dr. Axel Frhr. v. Ruedorffer
(untif March 18, 2004)
Member of the Central Advisory
Board of Commerzbank AG,
Frankfurt/Main

Board of
Managing Directors

Hubert Schulte-Kemper

Chairman

Michael Frohner

Harald Poh!
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Auf einen Blick

30.9.2004 31.12.2003
Mio. € Mio. €

Bilanzsumme 78.382 74.188
Eingezahltes Kapital und Riicklagen N 654 584
Genussrechte 319 o 324
Nachrangige Verbindlichkeiten 345 348
Forderungen 7
Hypothekendarlehen 7213 5.822
Kommunalkredite 7 33.1 d? 34.784
Fremde Wertpapiere ‘ 30.561 25.148
Andere Forderungen ’ 4.064 5.606
Verbindlichkeiten -
gegeniiber Kreditinstituten 14.668 12.315
gegenlber Kunden 3.847 3.818
Verbriefte Verbindlichkeiten 58.161 56.404

30.9.2004 30.9.2003

Mio. € Mio. €

Neugeschaft
Hypothekendarlehen 1.821 1.908
Kommunalkredite . 3.187 5174
Fremde Wertpapiere 9.187 6.061
Gewinn- und Verlustrechnung
Zinsliberschuss T 1851 175,5
Zins- und Provisionsiiberschuss 178,2 187,1
Verwaltungsaufwendungen 20,0 18,1
Betriebsergebnis vor Risikovorsorge 156,1 148,3
Risikovorsorge ) -42.3 -43,2

Betriebsergebnis 113,8 105,1




Zwischenbericht zum 30.9.2004

Sehr geehrte Geschaftsfreunde,

in den Vereinigten Staaten und Japan ist es nach dem hohen Expan-
sionstempo am Jahresbeginn im Frithsommer zu einer Verlang-
samung des Aufschwunges gekommen. Unter Beobachtern gehen die
Meinungen weit auseinander, ob insbesondere die Abschwéchung in
den Vereinigten Staaten lediglich ein temporéres Zuriickbleiben der
Konjunkturindikatoren darstellt oder den Beginn eines Abschwunges
markiert. Die Federal Reserve ist der Ansicht, dass die Wirtschaft
zuletzt wieder Tritt gefasst hat. Infolgedessen setzte die Notenbank
gegen Ende des Berichtszeitraumes ihren Schlisselzins zum dritten
Mal in Folge um 25 Basispunkte auf nunmehr 1,75 % herauf, Ent-
gegen dem tiblichen Muster haben diese Leitzinserhéhungen nicht
zu einer gleich gerichteten Entwicklung der Kapitalmarktrenditen
geflihrt. Im Gegenteil: Zehnjihrige US-Staatsanleihen rentierten am
Ende des Berichtszeitraumes mit rund 4,1 % knapp 60 Basispunkte
niedriger als zum Zeitpunkt der ersten Leitzinserhohung. Im Sep-
tember unterschritt die Rendite von zehnjéhrigen Emissionen des
US-Schatzamtes sogar zeitweilig erneut die 4 %-Marke. Dieser
Renditeriickgang ist nicht nur Ausdruck abnehmender Inflations-
erwartungen, sondern zeigt vor allem die erheblichen Zweifel der
Kapitalmarktteilnehmer am optimistischen Wachstumsbild der Wih-
rungshiiter. Das erstmalige Uberschreiten der Marke von 50 US-
Dollar fur ein Barrel Rohél der Sorte WTI gegen Ende September
hat dabei die Konjunktursorgen der Marktakteure noch verstirkt.

Im Euro-Raum hat sich die Konjunkturerholung im Berichtszeitraum
mit nahezu unverdndertem Tempo fortgesetzt. Wachstumsimpulse
gingen in erster Linie von der regen Auslandsnachfrage aus. Die




Zwischenbericht zum 30.8.2004

Inflation wurde indes aufgrund der steigenden Energiepreise und

der Erhéhungen von indirekten Steuern und administrierten Preisen
liber das EZB-Ziel einer Teuerungsrate von unter, aber nahe bei 2 %
getricben. Die Europdische Zentralbank hat darauthin im Monats-
bericht September ihre Tonlage verschirft und insbesondere mogliche
Zweitrundeneffekte bei der Lohnfindung als Risiko fiir die Preis-
stabilitdt erwdhnt. Zudem meint die Europdische Zentralbank, dass
die gesamtwirtschaftlichen Aktivitdten im dritten Quartal Unter-
stitzung durch die Inlandsnachfrage erfahren und die Bedingungen
flir ein Andauern der Erholung weiter fortbestehen wiirden.

Aber auch hierzulande hat der Konjunkturoptimismus der Notenbank
am Rentenmarkt nicht verfangen. Die Renditen von zehnjéhrigen
Bundesanleihen sind unter Schwankungen von knapp 4,3 % am
Jahresanfang bis auf etwas unter 4,0 % am Ende des Berichtszeit-
raumes gefallen. Der Renditevorteil von zehnjidhrigen Pfandbriefen
gegenliber Bundesanleihen mit kongruenter Laufzeit bewegte sich im
Berichtszeitraum um die Marke von zehn Basispunkten.

Geschéftsfeld Staatskredit. Entsprechend unserer Prognose aus
der Jahresmitte zur Entwicklung der Kapitalmarktzinsen gehen wir
weiterhin von einer Seitwirtsbewegung der Zinsen aus. Insofern
haben wir im Staatskreditgeschéft vorrangig Maflnahmen zum
bestandsoptimierenden Spreadmanagement ergriffen, neue Kredite
wurden noch gezielter unter Ertrags- und Diversifikationsgesichts-
punkten in die Biicher genommen. Insgesamt haben wir in diesem




Segment € 12,3 Mrd. (€ 11,2 Mrd.) herausgelegt. Rund 83 % oder

€ 10,2 Mrd. (€ 9,8 Mrd.) entfielen dabei auf solche Aktiva, die als
Deckung fiir unsere 6ffentlichen Pfandbriefe geeignet sind.

Der grofite Anteil am Deckungsgeschéft entfiel mit € 7,6 Mrd.

(€ 8,0 Mrd.) auf Darlehen an bundesdeutsche 6ffentliche und 6ffent-
lich-rechtliche Adressen. Die 6ffentlichen Haushalte zeichnen sich
nach wie vor durch einen anhaltend hohen Kreditbedarf aus. In den
alten Bundesldndern erreichte das Neugeschift € 5,5 Mrd., in den
neuen Bundeslandern € 1,6 Mrd., an den Bund haben wir € 0,5 Mrd.
neu ausgereicht.

Im Hinblick auf fundamentale Rechtséinderungen bei Gffentlich-
rechtlichen Kreditinstituten zur Mitte des kommenden Jahres, beson-
ders aber aus Griinden der Risikodiversifikation nicht nur in unserem
offentlichen Deckungsstock, sondern im gesamten Staatskreditport-
folio, forcieren wir seit lingerem das auslindische Staatskredit-
geschift. Den guten Risikomix, auch in unserem offentlichen
Deckungsstock mit Auslethungen an Adressen innerhalb der Euro-
péischen Union sowie in Nordamerika, werden wir weiter optimieren.
Hierzu haben wir ein International Asset Management Desk in unserer
Treasury-Abteilung aufgebaut, iiber das wir unsere Assetquelle
,Internationale Mérkte* ausbauen werden. Diesem Segment messen
wir eine auBerordentlich hohe Bedeutung zu, da das mittel- bis lang-
fristige Deckungsgeschéft mit inldndischen 6ffentlich-rechtlichen
Kreditinstituten auslaufen wird.

Aufgrund aktueller gesetzlicher Restriktionen sind wir derzeit ge-
hindert, alle unsere ausldndischen Aktiva in Deckung zu nehmen.




Zwischenbericht zum 30.9.2004

Lediglich 10 % des offentlichen Deckungsbestandes diirfen — ab-
gesehen von wenigen Lindern wie etwa Frankreich, Luxemburg und
Spanien — aus ausldndischen Aktiva bestehen. Insofern begrilien wir
es ausdriicklich, wenn es mit dem erwarteten Wegfall des Spezial-
bankprinzips in Bezug auf Ausleihungen an alle Adressen innerhalb
der Europaischen Union zum Wegfall dieser Limitierungen kommen
sollte.

Im Berichtszeitraum hat die Bank das zuldssige Volumen an auslidn-
dischen Deckungsaktiva mit Neuausleihungen in Héhe von € 2,6 Mrd.
(€ 1,7 Mrd.) weitestgehend ausgeschopft.

Mit einem Anteil von 17 % oder € 2,1 Mrd. (€ 1,4 Mrd.) haben

wir Wertpapiere auflerhalb der Deckung gekauft, wovon € 0,3 Mrd.
(€ 0,2 Mrd.) auf inlindische und € 1,8 Mrd. (€ 1,2 Mrd.) auf aus-
lindische Adressen, insbesondere in Italien, Grof3britannien, Irland,
Frankreich, Spanien und in den USA, entfielen.

Geschiftsfeld Immobilienfinanzierung. In unserem zweiten operativen
Hauptgeschéft, der in- und ausldndischen Immobilienfinanzierung,
konnten wir den fiir unser Haus sehr hohen Vorjahreswert (€ 1,9 Mrd.)
annghernd auch im laufenden Geschiftsjahr erreichen. Per 30.9. d. J.
haben wir ein Volumen von insgesamt € 1,8 Mrd. neu zugesagt.
Hiervon entfielen auf inléndische Finanzierungen € 1,6 Mrd.
Wohnwirtschaftliche Beleihungen innerhalb Deutschlands beliefen
sich auf € 1,4 Mrd., allerdings begiinstigt durch den Sondereffekt
eines Portfolioankaufs in Hohe von € 0,9 Mrd,, {iber den wir bereits
im Halbjahresbericht informiert haben. Um unser Retailgeschift




weiter zu fordern, haben wir Anfang Oktober in Kooperation mit der
Commerzbank AG, die uns per Stichtag ein Neugeschéftsvolumen
von € 0,4 Mrd. vermittelt hat, ein Sonderkontingent fiir eigen-
genutzte Eigentumswohnungen und Einfamilienhduser mit einem
Volumen von € 150 Mio. zu sehr attraktiven Konditionen aufgelegt.
Gewerbliche Finanzierungen im Inland haben einen Anteil von

€ 0,2 Mrd. (0,2 Mrd.) erzielt.

In unseren auslédndischen Zielmérkten haben wir gegeniiber dem
auBergewdhnlich hohen Vorjahreswert von € 0,8 Mrd. fast aus-
schlieBlich gewerbliche Objekte im Umfang von € 0,2 Mrd. beliehen.
Schwerpunkte lagen hier in den USA, Kanada und Grofibritannien.

Refinanzierung und Bilanzsumme. In den ersten drei Quartalen des
Geschiftsjahres haben wir liber unser Hauptrefinanzierungsinstru-
ment, den Pfandbrief, in einem fiir die Bank sehr giinstigen Umfeld
€ 12,6 Mrd. (€ 15,4 Mrd.) aufgenommen. Hiervon entfielen auf neu
emittierte 6ffentliche Jumbopfandbriefe € 5,0 Mrd. und auf Auf-
stockungen ausstehender grofvolumiger Anlethen € 1,3 Mrd. Hypo-
thekenpfandbriefe erreichten ein Emissionsvolumen von € 0,9 Mrd.
(€ 1,0 Mrd.).

Sonstige nicht deckungspflichtige Schuldverschreibungen, z. B. zur
Refinanzierung nicht deckungsfihiger Immobilienfinanzierungen

in Nordamerika oder temporér noch nicht in Deckung befindlicher
Darlehen, summierten sich auf € 8,7 Mrd. (€ 12,0 Mrd.). Der GroB-
teil entfiel hierbei auf Zichungen aus unserem Debt Issuance Program
und fiir Geldaufnahmen mit kiirzeren Laufzeiten aus dem Commercial
Paper Program.




Zwischenbericht zum 30.9.2004

Wir planen, im November d. J. einen weiteren 6ffentlichen Jumbo-
pfandbrief in einer Gréflenordnung von € 2,0 Mrd. zu begeben.
Damit haben wir im Rahmen unserer Bilanzsummenplanung unseren
diesjdhrigen Emissionskalender in Bezug auf grofivolumige Anleihen
erfiillt. Kurz nach Ende des Berichtszeitraumes wurde der Vertrieb
dieser Jumboanleihe durch eine Roadshow der Bank in Landern des
Mittleren Ostens sowie in Indien unterstiitzt.

Die Bilanzsumme betrug zum Berichtsstichtag € 78,4 Mrd.

(€ 74,2 Mrd.).

Gewinn- und Verlustrechnung. Mit einem Zinsiiberschuss in Héhe
von € 185,1 Mio. iibertreffen wir den Vorjahreswert (€ 175,5 Mio.)
um € 9,6 Mio. oder 3,5 %. Das Provisionsergebnis konnten wir eben-
falls um € 1,5 Mio. auf € -6,9 Mio. (€ -8,4 Mio.) verbessern. Zwar
haben wir infolge des geringeren Neugeschifts in der ausléndischen
Immobilienfinanzierung weniger Provisionsertrdge generiert, dies
wurde jedoch durch ebenfalls riickldufige Provisionsaufwendungen
fur die Zuftihrung inldndischen Hypothekengeschifts iberkompen-
siert. Zum Stichtag belief sich der Zins- und Provisionsiiberschuss
auf € 178.,2 Mio. bzw. plus € 11,1 Mio. gegentiber dem Vorjahres-
zeitraum (€ 167,1 Mio.).

Unsere Verwaltungsaufwendungen sind um € 1,9 Mio. auf € 20,0 Mio.
(€ 18,1 Mio.) gestiegen. Der Zuwachs erklart sich im Wesentlichen
aus erhihten Personalaufwendungen und durch gestiegene Ausgaben
fir unsere Relationship-Management-Mafinahmen, insbesondere
unsere weltweiten Roadshows.




Der Saldo unserer sonstigen betrieblichen Ertrage und Aufwendungen
betrdgt € -2,1 Mio. (€ -0,7 Mio.), im Wesentlichen bedingt durch

die Neubewertung von chemals im Umlaufvermégen befindlichen
rettungserworbenen Immobilien.

Unsere Risikovorsorge konnten wir demgegentiiber bei weiterhin
vorsichtiger Beurteilung aller erkennbaren Risiken um 2,1 % auf

€ 42,3 Mio. (€ 43,2 Mio.) leicht reduzieren.

Insgesamt haben wir unser Betriebsergebnis mit € 113,8 Mio. erneut
steigern konnen. Den Vorjahreswert (€ 105,1 Mio.) tibertreffen wir
damit um € 8,7 Mio. bzw. 8,3 %.

Ausblick. Fiir das Gesamtjahr gehen wir weiter davon aus, unsere
Ertragsziele erreichen zu kdnnen und mit einer bilanziellen Eigen-
kapitalrendite nach Steuern von 14 % erneut die Spitzenposition im
Rentabilititsranking der deutschen Hypothekenbanken einnehmen
zu kdnnen.

Essen, im Oktober 2004

Der Vorstand
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Zahlen aus der Bilanz

Forderungen an Kreditinstitute

a) Hypothekendarlehen

b) Kommunalkredite

c) andere Forderungen
Forderungen an Kunden

a) Hypothekendarlehen

b) Kommunalkredite

c) andere Forderungen
Schuldverschreibungen und andere
festverzinsliche Wertpapiere

a) Anleihen und Schuldverschreibungen
b) eigene Schuldverschreibungéﬁ
Verbindlichkeiten

gegeniiber Kreditinstituten

a) Hypotheken-Namenspfandbriefe
b} Offentliche Namenspfandbriefe
c} andere Verbindlichkeiten
Verbindlichkeiten gegenuiber Kunden
a) Hypotheken-Namenspfandbriefe
b) Offentliche Namenspfandbriefe
¢) andere Verbindlichkeiten
Verbriefte Verbindlichkeiten

a) Mypothekenpfandbriefe

b) Offentliche Pfandbriefe

c) sonstige Schuldverschreibungen
Nachrangige Verbindlichkeiten
Genussrechtskapital

Eigenkapital

a) gezeichnetes Kapital

b) Rucklagen

Bilanzsumme

30.8.04
Mia. €

14.953,4
2,1
10.909,2
4.041,4
29.430,0
7.210,9
22.197,0
22,1

31.876,6
30.561,4
1.315,2

14.667,7
1852
799,3

13.733,2

3.847,3
754,1
2.308,1
785,1
58.161,0
2.346,2
49,786,2
6.028,6
344,7
319,0
653,9
269,3
384,6

31.12.03
Mio. €

17.770,1
2,1
12172,4
5.595,6
28.422,5
5.820,3
225914
10,8

259485
251478
800,7

123150
1416
522,89

11.650,5

3.817,7
7565,3
1.867,8
1.194,6
56.403,9
1.805,9
49.086,3
5.511,7
347,7
3241
583,9
219,3
3646

78.381,9 74.188,1 4.1938

Veranderungen
Mio. € %
-2.816,7 -15,9

0,0 0,0
-1.262,5 -10,4
-1.564,2 -27,8
1.007,5 3,5
1.390,6 23,9

-394 .4 -1,7
11,3 104,6
5.928,1 22,8
5.413,6 21,56
514,56 64,3
2.352,7 19,1
-6,4 ‘45
276,4 52,9
2.082,7 17,9
29,6 08
-1,2 -0,2
4403 236
-409,5 -34,3
1.7671 3,1
540,3 29,9
699,9 1.4
516,9 9,4
-3,0 -0,9
-5,1 -1,6
70,0 12,0
50,0 22,8
20,0

55




Zahlen aus der
Gewinn- und Verlustrechnung

310..19..04 310..19-.03 Verdnderungen
Mio. € Mio. € Mio. € %
Zinsertrage aus Kredit- und Geldmarkt-
geschéften, festverzinslichen Wert-
papieren und Schuldbuchforderungen 2.211,3 2,225,2 -13,9 -0,6
Laufende Ertrage aus Wertpapieren,
Beteiligungen und Anteilen an
verbundenen Unternehmen 415 47,4 -59 -12,4
Zinsaufwendungen ©2.067,7 2.097,1 -29/4 -1,4
Zinsiiberschuss . 1851 1755 9,6 5,5
Provisionsertrage ‘ 2,7 3,3 -0,6 -18,2
Provisionsaufwendungen 9,6 11,7 -2,1 -17,9
Provisionsergebnis -6,9 -8,4 1,5 -17,9
Zins- und Provisionslberschuss ‘ 1782 167,1 11,1 6,6
Léhne und Gebhilter 8,2 7,3 0,9 12,3
Soziale Abgaben 1,7 1,3 0.4 308
Andere Verwaltungsaufwendungen
einschlieBlich Abschreibungen auf
Sachanlagen ! 10,1 95 0,6 6,3
Verwaltungsaufwendungen ; 20,0 . 18,1 1,9 10,6
Saldo der sonstigen betrieblichen
Ertrage und Aufwendungen : -2,1 -0,7 1,4 200,0
Betriebsergebnis vor Risikovorsorge \ 156,1 148,3 7.8 53
Risikovorsorge -42.3 -45,4 3,1 -6.8
Ertrage aus VerduBerung von :
Wertpapieren des Anlagevermdgens 0,0 22 -2,2 -100,0
Betriebsergebnis 113,8“
Durchschnittszahl der Beschéftigten : 138 129
darunter: Teilzeitbeschéftigte und ‘
Auszubildende 15 11




Zentrale/Geschaftsstellen

Zentrale

Essen

GildehofstraBe 1

45127 Essen

Postfach 10 18 61

45018 Essen

Tel.: 0201/8135-0

Fax: 0201/8135-200
Internet: www.essenhyp.com

E-Mail: info@essenhyp.com

Eingetragen unter HRB Essen Nr. 7083

Geschiftsstellen

Berlin

JagerstraBe 58

10117 Berlin

Tel.: 030/814507-10

Fax: 030/814507-29
E-Mail: berlin@essenhyp.com

Frankfurt

WestendstraBe 19

60325 Frankfurt

Tel.: 069/172085

E-Mail: frankfurt@essenhyp.com

Hamburg

Fleethof — Stadthausbriicke 1
20355 Hamburg

Tel.: 040/325243-00

Fax: 040/325243-29

E-Mail: hamburg@essenhyp.com

Miinchen
RomanstraBe 43
80639 Miinchen

Tel: 089/291617-52
Fax: 089/2916 17-54

E-Mail: muenchen@essenhyp.com




Reprasentanzen

Reprasentanzen

Brissel

Rue de 'Amazone 2
Amazonestraat 2

1050 Briissel

Belgien

Tel: 0032/2/534 9595
Fax: 0032/2/5 34 96 96

E-Mail: bruessel@essenhyp.com

London

Commerzbank House

23 Austin Friars

London EC2N 2NB
GroBbritannien

Tel.: 0044/20/76 38 0952
Fax: 00 44/20/76 380953

E-Mail: london@essenhyp.com

New York

375 Park Avenue

28" Fioor, Suite 2603
New York, NY 10152
USA

Tel.: 001/212/7 508855
Fax: 001/212/7 50 8555

E-Mail: newyork@essenhyp.com

Paris

9, avenue de Friedland
75008 Paris

Frankreich

Tel.: 0033/1/42 2525 30
Fax: 0033/1/42252539
E-Mail: paris@essenhyp.com
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Vorsitzender des Aufsichtsrats
Andreas de Maiziére
(ab 18. Mirz 2004)

Mitglied des Vorstands
der Commerzbank AG, Frankfurt/Main

Dr. Axel Frhr. v. Ruedorffer
(bis 18. Mérz 2004)

Mitglied des Zentralen Beirats
der Commerzbank AG, Frankfurt/Main

Vorstand

Hubert Schulte-Kemper

Vorsitzender

Michael Fréhner

Harald Pohl




